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INTRODUCTION 
The Colorado s t a t e  tax  system was s i g n i f i c a n t l y  rev ised i n  the  
l a t e  1970's. Colorado was one of t he  p ioneer ing s ta tes  t o  f u l l y  index i t s  
income t a x  s t r u c t u r e  i n  order t o  of fset  automatic t ax  increases generated 
by t h e  p e r s i s t e n t  i n f l a t i o n  o f  recent  years. I n  add i t ion ,  t he  l e g i s l a t u r e  
enacted a wide v a r i e t y  o f  income tax  c r e d i t s  and o ther  t ax  saving measures, 
such as the  removal o f  food from t h e  s t a t e  sales t a x  base and t h e  e l im ina-  
t i o n  o f  s t a t e  i nhe r i t ance  taxes i n  excess o f  the  federal  c r e d i t .  Notwith-
standing t h i s  extensive t a x  reduc t i on  program, ne t  s t a t e  t a x  c o l l e c t i o n s  
f o r  f i s c a l  year 1980 amounted t o  $1.4 b i l l i o n ,  o r  40 percent more than f o r  
f i s c a l  1977, t he  year on which the  prev ious " tax  p r o f i l e t t  s tudy was based. 
Taxes c o l l e c t e d  by l o c a l  governmental u n i t s  i n  Colorado a lso t o t a l e d  $1.4 
b i l l i o n  and showed o n l y  a s l  i g h t l y  smal ler  growth r a t e  than t h a t  o f  s t a t e  
taxes over the  same period. 'These increases i n  taxa t ion ,  coupled w i t h  
changes i n  nominal income, have had a marked impact on t h e  r e l a t i v e  t a x  
burdens borne by low, middle and h igh  income households. I n  b r i e f ,  t h i s  
repo r t  i s  ma in ly  concerned w i t h  t h e  d i s t r i b u t i o n  o f  s t a t e  and l o c a l  taxes 
among the  more than one and a quar te r  m i l l i o n  households which comprised 
Colorado's res iden t  taxpayers i n  f i s c a l  year 1980. It attempts t o  answer 
the  f o l l o w i q g  basic  quest ions: 
a Who u l t i m a t e l y  pays the  Colorado t a x  b i l l ?  
a How much i s  borne by res iden t  households? By the  business comnunity? 
a How important i s  each o f  the major s t a t e  and l o c a l  taxes? 
a Measured against income, what are the  r e l a t i v e  t a x  burdens o f  the  poor, 
t h e  middle class, and h igh  income groups? 
a How does the s t a t e  tax  burden compare w i t h  the  l o c a l  burden? 
a Which taxes are most progressive? Most regress ive? 
a Overa l l  i s  t he  t a x  s t r u c t u r e  progressive or regress ive? 
a And, f i n a l l y ,  what changes have occurred i n  the  pa t te rns  o f  t a x  d i s t r i -  
bu t i on  over recent  years? 
SECTION I. THE STATE-LOCAL TAX BURDEN 
State and l o c a l  revenues, as noted, have increased s i g n i f i c a n t l y  
as a r e s u l t  o f  t h e  r i s e  i n  t h e  nominal income and consumption expenditures 
of Colorado res iden t  households. Whether measured i n  terms o f  repor ted  ne t  
c o l l e c t i o n s  o r  on an adjusted 1 i a b i l i t y  basis,' t h e  growth i n  taxes du r ing  
the  past f i v e  years c l o s e l y  p a r a l l e l e d  the  growth i n  t h e  s t a t e ' s  t o t a l  
personal income and adjusted gross income.2 Table I sunmarizes t h e  s t a t e  
and l o c a l  t a x  l i a b i l i t i e s  o f  Colorado res iden ts  f o r  f i s c a l  years 1975, 1977 
and 1980. 
TABLE I. SUMMARY OF STATE AND LOCAL TAX LIABILITIES, 
FISCAL YEARS 1975, 1977 AND 1980 
PercentF i s c a l  Year Increase 
1975 1977 1980 1975-1980 
(Money amounts i n  m i l  1 ions  o f  do1 l a r s )  -
S ta te  Taxes 
Sales and Use 
I n d i v i d u a l  1ncomea 
Highway User 
Corporate Income 
Other Business Taxes 

























To ta l  S ta te  Taxes $ 748.8 $ 938.6 $1,300.8 73.7% 
Local Taxes 
P r o ~ e r t y  
sa les a;d Use 
Spec i fic Ownership Tex 
Other Business Taxes 

















To ta l  Local Taxes $ 798.2 $1,012.8 $1,336.4 67.4% 
To ta l  State-Local Taxes $1,547.0 . $1,951.4 $2,637.2 70.5% 
a ~ n c l u d e s  sur tax.  
b ~ n c l u d e s  insurance, severance, and r
'1ncludes Denver occupation tax.  
e g u l a t o r y  business taxes. 
On an adjusted l i a b i l i t y  basis, t o t a l  s t a t e - l o c a l  taxes rose 
from $1.5 b i l l i o n  i n  f i s c a l  year 1975 t o  an a l l - t i m e  h igh  o f  $2.6 b i l l i o n  
i n  f i s c a l  1980, an increase o f  more than 70 percent. The s t a t e  t a x  
l i a b i l i t y  alone increased by 74 percent, w h i l e  the  l o c a l  t ax  t o t a l  rose 67 
percent. Nor were the  increases un i fo rm f o r  the " b i g  three" -- income, 
sales and proper ty  taxes. On the  s t a t e  l eve l ,  t h e  corporate income tax  
showed the la rges t  r e l a t i v e  growth, increasing by more than 100 percent, 
fo l lowed by the sales and i n d i v i d u a l  income taxes which rose 94 and 70 
percent, respect ive ly .  The r e l a t i v e l y  smal ler  increase i n  the  l a t t e r ,  o f  
course, must be a t t r i b u t e d  t o  indexat ion and the  other  income tax  reducing 
measures introduced i n  1978 and 1979. I n  marked contrast ,  t he  increase i n  
l o c a l  p roper ty  taxes was the  smal lest  -- 58 percent. Translated i n t o  
average annual ra tes  o f  growth, t h e  comparative increases i n  pr ices ,  i n -
come and taxes f o r  Colorado res iden t  households dur ing the past f i v e  years 
were as fo l lows:  
Percent Increases f o r  





Pr ices : 
BLS Consumer P r i c e  Index 
Income: 
Colorado Adjusted Gross Income 
Colorado Personal Income 
Taxes : 
Local Property Tax 
Sta te  I n d i v i d u a l  Income Tax 
Sta te  Sales and Use Tax 
State Corporate Income Tax 
Tota l  Local Taxes 
To ta l  State Taxes 
To ta l  State-Local Taxes 
I 
T o t a l  ne t  c o l l e c t i o n s  f o r  a l l  s t a t e  and l o c a l  government j u r i s -  
d i c t i o n s  i n  Colorado f o r  f i s c a l  year  1980 amounted t o  $2,765.9 m i l l i o n .  
S ta te  taxes on a  c o l l e c t i o n  bas is  were $1,398.2 m i l l i o n  o r  s l i g h t l y  l e s s  
than 51 percent  o f  t h e  to ta l . '  Local p rope r t y  taxes amounted t o  $977.4 
m i l  1  i o n  o r  35 percent,  and a1 1  o the r  l o c a l  taxes t o t a l e d  $390.3 m i l l  i o n  o r  
14 percent.  When measured on the  CTPS adjusted basis ,  which more c l o s e l y  
corresponds t o  the  ac tua l  t a x  1  i a b i l  i t y  borne by Colorado r e s i d e n t  house- 
holds, t h e  t o t a l  o f  t he  combined s t a t e - l o c a l  t ax  b i l l  amounted t o  $2,637.2 
m i l l i o n ,  o r  f i v e  percent  l ess  than the  repo r ted  c o l l e c t i o n s .  The 
d i f f e r e n c e  o f  $128.7 m i l l i o n  between these two measures represents 
adjustments f o r  non-resident t a x  c o l l e c t i o n s ;  the  excess o f  ne t  cash f l o w  
over t a x  l i a b i l i t i e s ;  nona l locab le  and nontax revenues such as pena l t ies ,  
i n t e r e s t  and a u d i t  de f i c i enc ies ;  and vendors d iscounts on r e t a i l  sa les and 
exc ise taxes. The do1 l a r  amounts of these adjustments were as fo l lows:  4 
I n  M i l l i o n s  
Exclus ion o f :  
Non-resident t ax  c o l l e c t i o n s  $ 63.3 
Excess o f  t a x  c o l l e c t i o n s  over l i a b i l i t i e s  62.3 
Nonal locable and nontax revenues and c r e d i t s  31.2 
I n c l u s i o n  o f :  
Vendor d iscounts on t a x  c o l l e c t i o n s  -28.1 
T o t a l  Adjustments $128.7 
The r e l a t i v e  importance of each of t h e  major t a x  ca tegor ies  on 
t h i s  adjusted bas is  i s  shown i n  Chart  I and the  t a b u l a t i o n  below: 
Percent D i s t r i b u t i o n  
To ta l  S ta te  Loca 1  
Taxes Taxes Taxes 
Proper ty  Tax 36.4 -- 72.0 

Sales and Use Tax 29.3 38.1 20.8 

I n d i v i d u a l  Income Tax 16.6 33.6 --

Highway User Tax 6.9 12.2 1.8 

Corporate Income Tax 3.8 7.7 --

Other Business Taxes 4.9 5.5 4.2 

C i g a r e t t e  and L iquor  Taxes 2.1 2.9 1.2 

Tot a  1  100.0 100.0 100.0 
CHART I.THE COLORADO STATE AND LOCAL TAX DOLLAR,  
FISCAL YEAR 1980 




Overal l ,  t h e  sales, corpora te  income and o ther  business t a x  
categor ies represented s u b s t a n t i a l l y  l a r g e r  shares of t h e  t o t a l  s t a t e -
l o c a l  t a x  burden i n  1980 than i n  1975; w h i l e  the  general p rope r t y  tax, i n  
p a r t i c u l a r ,  and t h e  highway user and o the r  exc ise  taxes ( c i g a r e t t e  and 
l i q u o r )  accounted f o r  correspondingly  smal ler  shares. 
The l o c a l  p rope r t y  t a x  l i a b i l i t y  o f  $951.7 m i l l i o n ,  n e t  o f  $15.7 
m i l l i o n  o f  s t a t e  o l d  age p rope r t y  t a x  c r e d i t s ,  cont inued t o  be the  l a r g e s t  
s i n g l e  revenue source i n  t h e  s t a t e - l o c a l  t a x  s t r u c t u r e .  I n  1980, i t  
accounted f o r  36 percent  o f  t h e  combined s t a t e - l o c a l  t a x  l i a b i l i t y  and 72 
percent  of t o t a l  l o c a l  revenues, whereas f i v e  years e a r l i e r  t he  respec t i ve  
r a t i o s  were 40 and 77 percent  (and i n  1972 -- 44 and 83 percent) .  I n  b r i e f ,  
i t s  r e l a t i v e  importance i n  t h e  o v e r a l l  s t a t e - l o c a l  t ax  s t r u c t u r e  has 
s t e a d i l y  dec l ined  throughout the  past  decade. 
The s t a t e - l o c a l  r e t a i l  sa les and use t a x  ranked nex t  i n  
importance. I n  f i s c a l  year 1980 i t  amounted t o  $772.7 m i l l  ion, n e t  o f  
$27.9 m i l l i o n  o f  s t a t e  food t a x  c r e d i t s .  Also, food was removed f rom t h e  
base f o r  h a l f  o f  the  past  f i s c a l  year, i.e., e f f e c t i v e  January 1, 1980. 
Despi te  these reduct ions,  t h e  s t a t e  sa les t a x  was subs tan t i  a1 l y  l a r g e r  
than i n  1975, whether measured i n  r e l a t i v e  o r  absolute terms. I n  f i s c a l  
1980 t h e  sa les and use tax  accounted f o r  almost 30 percent  of t he  t o t a l  
r e s i d e n t  t ax  l i a b i l i t y  and 38 percent  o f  the s t a t e  t o t a l .  The comparable 
r a t i o s  f o r  f i s c a l  1975 were 25 and 35 percent.  
The s t a t e  income t a x  represented the  t h i r d  o f  t he  " b i g  th ree"  
which together  make up 86 percent  o f  t h e  t o t a l  t a x  b i l l .  I n  f i s c a l  year 
1980, income taxes amounted t o  $537.3 m i l l i o n  on a l i a b i l i t y  basis, o f  
which t h e  corpora te  income t a x  represented s l i g h t l y  l ess  than $100 m i l l i o n  
and the  r e s i d e n t  i n d i v i d u a l  income t a x  amounted t o  $437.6 m i l l i o n  --
p r a c t i c a l l y  t h e  same as t h e  1979 l i a b i l i t y  o f  $435.6 m i l l i o n .  The non-
r e s i d e n t  p o r t i o n  o f  t h e  i n d i v i d u a l  income t a x  cont inued t o  be compara- 
t i v e l y  small, amounting t o  $3.8 m i l 1  i o n  o r  l ess  than one percent  o f  t h e  
t o t a l .  The res iden t  i n d i v i d u a l  income t a x  alone accounted f o r  17 percent  
o f  t h e  s t a t e - l o c a l  t ax  t o t a l  and about 35 percent  o f  t h e  s t a t e  t a x  burden 
i n  both f i s c a l  1975 and 1980. On the  o the r  hand, t h e  r e l a t i v e  s i g n i f i c a n c e  
o f  t h e  corpora te  income t a x  as a  share of s t a t e  taxes rose  f rom 6.1 percent  
i n  f i s c a l  1975 t o  7.7 percent i n  f i s c a l  1980. 
The highway user t a x  category inc ludes  s t a t e  motor fue l  and ton- 
m i l e  taxes and motor veh i c le  and operators 1 icense fees as we1 1 as t h e  
l o c a l  government s p e c i f i c  ownership tax .  These l e v i e s  amounted t o  $182.7 
m i l l i o n ,  o r  l ess  than seven percent  of t h e  t o t a l  s t a t e - l o c a l  t a x  l i a b i l i t y .  
On the  s t a t e  l eve l ,  highway user taxes accounted f o r  o n l y  12 percent  i n  
1980 compared w i t h  15 and 21  percent o f  t h e  s t a t e  t o t a l  t a x  l i a b i l i t y  i n  
1975 and 1972, respec t i ve l y .  The decrease i n  the  r e l a t i v e  importance o f  
these l e v i e s  i n  p a r t  r e f l e c t s  t h e  motor ing pub1 i c s '  response t o  s t e a d i l y  
r i s i n g  f u e l  p r ices .  
Other business taxes represent  a l l  business taxes and fees, 
o ther  than t h e  corpora te  income t a x  and t h e  p o r t i o n  o f  t h e  sales, p rope r t y  
and highway user taxes pa id  by business f i rms .  I t  inc ludes  o i l  and gas 
produc t ion  taxes, o ther  severance taxes, t h e  employer's share o f  t h e  
Denver occupat ion tax, insurance, f r anch i se  and u t i l i t y  taxes and miscel -  
laneous r e g u l a t o r y  fees. I n  f i s c a l  1980 these taxes amounted t o  $128.6 
m i l l  ion, o r  f i v e  percent  o f  t he  t o t a l  t a x  b i l l ,  and have been s t e a d i l y  
inc reas ing  over t h e  past  f i v e  years. 
C iga re t te  and a l c o h o l i c  beverage taxes cont inue t o  be quan t i t a -  
t i v e l y  t h e  l e a s t  impor tant  category i n  t h e  s t a t e - l o c a l  t a x  s t r u c t u r e .  On a 
combined bas is  they  amounted t o  $54.2 m i l l i o n  and as a percentage share o f  
t h e  t o t a l  these exc ises have s t e a d i l y  dec l ined  s ince  1972. The c i g a r e t t e  
t a x  alone s l i g h t l y  exceeded one percent, and t h e  a lcohol  beverage t a x  l ess  
than one percent  o f  t h e  t o t a l  s t a t e - l o c a l  t a x  burden i n  f i s c a l  year  1980. 
SECTION I Footnotes: 
1. 	 See Appendix A, Table A-1 f o r  a  sumnary o f  o f f i c i a l l y  repo r ted  s t a t e  
and l o c a l  n e t  t ax  c o l l e c t i o n s  f o r  f i s c a l  years 1975-1980, and Table 
A-2 f o r  a summary o f  these taxes f o r  the  same years adjusted t o  a 
CTPS r e s i d e n t  t a x  l i a b i l i t y  bas i s  f o r  purposes o f  t h i s  study. 
2. 	 The corr~panion study t o  t h i s  r e p o r t  presents a d e t a i l e d  ana l ys i s  o f  
t he  s t a t e  i n d i v i d u a l  income tax. See Ana lys is  o f  t h e  Colorado Income 
Tax: I n f l a t i o n ,  Indexat ion  and Credits--Combined w i t h  Colorado 
S t a t i s t i c s  o f  Income, 1980, Colorado L e g i s l a t i v e  Counci l ,  Research 
Pub1 i c a t i o n  No. 260 (January 1981), Denver, Colorado. 
3. 	 Exc lus ive  o f  s t a t e  i nhe r i t ance  and g i f t  taxes, hunt ing  and f i s h i n g  
l i censes  and par i -mutuel  b e t t i n g  taxes which t o t a l e d  $57.3 m i  1  l i o n  
i n  f i s c a l  year  1980. 
4. 	 Reconci l a t i o n  o f  repo r ted  t a x  c o l l e c t i o n s  w i t h  adjusted t a x  
l i a b i l i t i e s  ori t h e  s t a t e  l e v e l  i s  shown i n  Appendix A, Table A-3, and 
on the  l o c a l  l eve l ,  i n  Table A-4. 
SECTIOIV 11. THE DIRECT AND INDIRECT TAX ALLOCATION 
A d i s t i n c t i o n  i s  o f ten  made between t a x  'impact" and 
" incidencen -- the  former i s  where the t a x  i s  l e g a l l y  imposed, t h e  l a t t e r  
where i t  f i n a l l y  comes t o  r e s t .  Theore t i ca l l y ,  t h e  inc idence o f  a l l  taxes 
are on i n d i v i d u a l s .  However, i t  i s  usefu l  t o  i n i t i a l l y  c l a s s i f y  taxes i n t o  
t h e  two general categor ies o f  households ( o r  d i r e c t )  taxes and b ~ ~ s i n e s s  ( o r  
i n d i r e c t )  taxes s ince the  d i s t r i b u t i o n  o f  taxes requ i res  s p e c i f i c  s h i f t i n g  
assumptions w i t h  regard t o  t h e i r  f i n a l  incidence. 
S h i f t i n g  Assumptions 
Household taxes are de f ined f o r  purposes o f  t h i s  study as those 
d i r e c t l y  l e v i e d  o r  s h i f t e d  t o  i n d i v i d u a l s  comprising the  household u n i t  
and genera l l y  are based on the earn ing o f  income, t h e  purchase o f  consumer 
goods and services, o r  t he  ownership o f  p a r t i c u l a r  forms o f  weal th (e.g., 
r e a l  es ta te) .  I n  t h i s  sense, d i r e c t  taxes inc lude i n d i v i d u a l  income, 
r e t a i l  sales, consumer exc ise  and res iden t  p rope r t y  taxes. The house- 
holder  cannot s h i f t  such d i r e c t  taxes t o  others through the  p r i c i n g  system. 
I n  cont ras t ,  i t  i s  assumed t h a t  business taxes are e i t h e r  s h i f t e d  forward 
t o  i n d i v i d u a l s  as consumers o r  borne by the  owners o f  resources s ince  such 
taxes represent  business cos ts  which u l t i m a t e l y  are r e f l e c t e d  i n  market 
p r i c e s  o r  reduced d iv idends o r  u n d i s t r i b u t e d  corporate earnings. The 
co rpo ra t i on  income tax, highway user and sales taxes pa id  by business f i r m s  
on t h e i r  purchases, severance taxes and a1 1  o ther  f ranch ise  and r e g u l a t o r y  
business taxes f a l l  i n t o  t h e  i n d i r e c t  category. 1 
It also should be noted t h a t  i n  d e r i v i n g  t h e  res iden t  t ax  burden 
f o r  a  p a r t i c u l a r  s tate,  i t  i s  no t  poss ib le  t o  e m p i r i c a l l y  determine t h e  
amount o f  business taxes exported o r  imported by f i r m s  engaged i n  i n t e r -  
s t a t e  comnerce. As i n  t h e  1977 study, i t  i s  assumed t h a t  t h e  expor t  o f  
Colorado business taxes has been approximately balanced by the  import of 
taxes from j u r i s d i c t i o n s  ou ts ide  Colorado. 2 
Taxes on Households and Business 
Based on the  above assumptions, t h e  a l l o c a t i o n  o f  Colorado s t a t e  
and l o c a l  taxes between those l e v i e d  on r e s i d e n t  households and those on 
business f o r  f i s c a l  year  1980 i s  shown i n  Table I 1  and Chart  11. 
TABLE 11. SUMMARY OF MAJOR TAXES ON 

COLORADO HOUSEHOLDS AND BUSINESSES, 

FISCAL YEAR 1980 

T o t a l  S ta te  Loca 1 
Taxes Taxes Taxes 
(Money amounts i n  thousands) 
Taxes on Households ( D i r e c t 1  
Sales and Use $ 481.0 $ 304.8 $ 176.2 
Res ident i  a1 Proper ty  





479.8 - - 
Highway User 105.0 87.8 17.2 
C iga re t te  and L iquor  54.2 38.1 16.1 
T o t a l  D i r e c t  Taxes $1,557.6 $ 868.3 $ 689.3 
Taxes on Business ( I n d i r e c t )  
Sales and Use $ 291.7 $ 190.4 $ 101.3 
Non-Residenti a1 Proper ty  481.9 - - 481.9 
Corporate Insome 99.7 99.7 --
Highway User b 77.7 70.4 7.3 Other Business Taxes 128.6 72.0 56.6 
To ta l  I n d i r e c t  Taxes $1,079.6 $ 432.5 $ 647.1 
To ta l  Resident Taxes $2,637.2 $1,300.8 $1,336.4 
alncludes share o f  s p e c i f i c  ownership tax.  
b ~ n c l u d e s  insurance, severance, occupation, corpora te  f ranch i se  
and miscel laneous r e g u l a t o r y  taxes. 
On the adjusted basis,  d i r e c t  household taxes amounted t o  $1,558 
m i l l i o n  o r  t h r e e - f i f t h s  o f  t h e  t o t a l  Colorado t a x  l i a b i l i t y ,  and i n d i r e c t  
business taxes were $1,080 m i l l i o n  o r  t w o - f i f t h s .  The p rope r t y  tax  con-
t i nued  t o  dominate bo th  categor ies.  The r e s i d e n t i a l  p rope r t y  t a x  was 
est imated t o  be $480 m i l l i o n  o r  31  percent o f  t h e  t o t a l  d i r e c t  burden on 
households. This  was about t h e  same as the  r a t i o  i n  f i s c a l  year  1977. On 
the  o ther  hand, t h e  non- res ident ia l  p ropety  t a x  amounted t o  $482 m i  11 i o n  o r  
45 percent o f  t h e  t o t a l  business taxes, and as such was s i g n i f i c a n t l y  lower 
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than t h e  52 percent r a t i o  est imated f o r  1977. The s t a t e  i n d i v i d u a l  income 
-t a x  i n  1980 amounted t o  $438 m i  11 i o n  and as a r a t i o  o f  the  t o t a l  d i r e c t  t a x  
l i a b i l i t y  i t  was the  same as i n  f i s c a l  1977 -- 28 percent. This  must be 
l a r g e l y  a t t r i b u t e d  t o  indexat ion  and o ther  income tax  reduct ion  measures 
which became e f f e c t i v e  i n  f i s c a l  years 1979 and 1980. The s t a t e  corpora te  
income tax  amounted t o  s l i g h t l y  less than $100 m i l  1  i o n  and accounted f o r  
more than n ine  percent o f  the  combined s t a t e - l o c a l  taxes imposed on bus i -  
ness. F i n a l l y ,  s t a t e  and l o c a l  sa les and use taxes l e v i e d  on res iden t  
households were est imated t o  be $481 m i l l i o n ,  o r  p r a c t i c a l l y  equal t o  t h e  
31 percent r a t i o  f o r  the  r e s i d e n t i a l  p roper ty  tax. I n  short ,  t h e  " b i g  
three"  -- r e t a i l  sales, r e s i d e n t i  a1 proper ty  and i n d i v i d u a l  income taxes 
-- accounted f o r  90 percent o f  the  combined s ta te - l oca l  t ax  burden imposed 
d i r e c t l y  on Colorado res ident  households i n  f i s c a l  year 1980. 
On the s t a t e  leve l ,  taxes amounting t o  $868.3 m i l l i o n ,  o r  67 
percent o f  t h e  adjusted s t a t e  t o t a l ,  were c l a s s i f i e d  as d i r e c t  household 
taxes. O f  t h i s  amount, t h e  i n d i v i d u a l  income t a x  ( i n c l u s i v e  o f  su r tax )  
represented 50 percent, w h i l e  r e t a i l  sales and highway user taxes 
accounted f o r  35 and 10 percent, respec t i ve l y .  And as noted above, because 
o f  energy conservation, highway user taxes were s i g n i f i c a n t l y  below t h e  
1972 r a t i o  o f  20 percent. The other  s t a t e  exc ise taxes l e v i e d  d i r e c t l y  on 
res ident  households were $38 mi 11 ion, o r  f o u r  percent o f  t h e  t o t a l .  S ta te  
taxes on business were est imated t o  be $433 m i 11 ion, o r  33 percent of t he  
t o t a l  s t a t e  tax  burden. Q u a n t i t a t i v e l y  t h e  most important  s t a t e  t a x  l e v i e d  
on business was the  a l l oca ted  p o r t i o n  o f  the sales and use tax  -- i t  
accounted f o r  44 percent o f  t h e  t o t a l .  The corporate income tax  and 
business highway user taxes ranked next  i n  importance, represent ing  23 and 
16 percent o f  t h e  t o t a l ,  r espec t i ve l y .  A l l  o ther  s t a t e  business taxes, 
such as insurance, corporate f ranchise,  severance and o ther  regu la to ry  
taxes, accounted f o r  s l i g h t l y  less  than 17 percent o f  t he  t o t a l .  
On the l o c a l  l eve l ,  taxes were d i v ided  more equa l l y  between 
households and business -- d i r e c t  household taxes were est imated t o  be $689 
m i l l i o n ,  o r  52 percent o f  the t o t a l ,  w h i l e  the  i n d i r e c t  business p o r t i o n  
was estimated t o  be $647 m i l l i o n .  The a l l o c a t i o n  o f  t o t a l  l o c a l  taxes 
between households and business essent i  a1 l y  r e f l e c t s  t h e  c l a s s i f i c a t i o n  o f  
the  proper ty  tax  i n t o  r e s i d e n t i a l  and non-resident i a l  categories. I t  was 
est imated t h a t  t h e  actual  and imputed proper ty  taxes on owner-occupied and 
renter-occupied residences together  accounted f o r  almost 70 percent o f  t he  
t o t a l  l o c a l  taxes l e v i e d  d i r e c t l y  on res iden t  households. And i n  the  case 
o f  the non- res ident ia l  p roper ty  tax, the  r a t i o  was even l a r g e r  -- 75 
percent o f  t h e  t o t a l  l o c a l  t a x  l e v i e d  on t h e  business community. 
SECTION I 1  Footnotes: 
1. 	 See Appendix A f o r  the  methodology and assumptions llsed f o r  the  
a1 locat ions  o f  spec i f i c  taxes between households and business. 
2. 	 A s i m i l a r  o f f s e t t i n g  assumption i s  no t  requ i red  f o r  the  d i r e c t  taxa- 
t i o n  o f  non-residents. As indicated,  an est imate o f  t h e  Colorado 
taxes pa id  by non-residents (e.g., t o u r i s t s  i n  Colorado) has -been 
excluded from t h e  adjusted t o t a l s  o f  s t a t e  and l o c a l  taxes. 
S im i la r l y ,  taxes pa id  elsewhere by Colorado res idents  as out -o f -
s t a t e  t o u r i s t s  are not  considered p a r t  o f  t h e  Colorado tax  burden 
s ince they are not  imposed by Colorado j u r i s d i c t i o n s .  
SECTION 111. A PROFILE OF THE DISTRIBUTION OF COLORADO TAXES 
The d i s t r i b u t i o n  of t h e  Colorado s t a t e  and l o c a l  t a x  1 i a b i l  i t i e s  
o f  r e s i d e n t  households, c l a s s i f i e d  by major income categor ies,  i s  pre-
sented i n  Tables 111 through V. I n  t he  companion study, da ta  on t h e  number 
o f  res iden t  taxpayers, household income and s t a t e  i n d i v i d u a l  income t a x  
l i a b i l i t i e s  were analyzed i n  d e t a i l .  1 
Income Concepts 
This  sub-sect ion i n d i c a t e s  some o f  the  bas ic  concepts and 
adjustments requ i red  f o r  t h e  d e r i v a t i o n  o f  t h e  income measures used i n  t h e  
ana lys is  of t a x  burdens. Because Colorado does no t  have a l 'spl i t - income" 
p r o v i s i o n  f o r  mar r ied  taxpayers, one - th i rd  o f  a l l  i n d i v i d u a l  income t a x  
r e t u r n s  f i l e d  were "marr ied-separate" re tu rns .  For t he  purposes o f  t h i s  
study, t h e  "marr ied-separate" r e t u r n s  o f  husband and w i fe  were merged and 
t r e a t e d  as a s i n g l e  r e t u r n  i n  order  t o  ob ta in  a more accurate p i c t u r e  o f  
t h e  d i s t r i b u t i o n  of r e s i d e n t  household income and taxes. 2 
On the  cor rec ted  basis,  t he  adjusted gross income repo r ted  by 
res iden t  households on s t a t e  t a x  r e t u r n s  f i l e d  i n  f i s c a l  1980 amounted t o  
$18,509 m i  11 ion. It represented 73.2 percent  of the  corresponding 1979 
s t a t e  personal income of $25,285 m i l  l i o n  est imated by t h e  U.S. Department 
o f  ~ o m n e r c e . ~  The d i f f e rence  o f  almost $7 b i l l i o n  ma in ly  r e f l e c t s  con-
ceptual  di f ferences between the  economic and s t a t u t o r y  d e f i n i t i o n s  o f  i n -
come. The l a t t e r  excludes var ious  forms of t a x  exempt money income and 
nontaxable t r a n s f e r  income such as payments f o r  p u b l i c  wel fare,  s o c i a l  
secu r i t y ,  unempl o p e n  t compensation and po r t i ons  o f  p r i v a t e  pension and 
re t i r emen t  income. On t h e  o the r  hand, t he  economic concept of household 
income ( the  Department of Comnerce personal income measure) inc ludes  i n  
a d d i t i o n  t o  t h e  above money t r a n s f e r  payments sundry forms o f  imputed 
income such as the  e s t  imated r e n t a l  value o f  owner-occupi ed residences, 
imputed i n t e r e s t  and employer c o n t r i b u t i o n s  t o  pension funds. 
I n  order t o  ob ta in  an a l t e r n a t i v e  income measure f o r  t a x  burden 
ana lys is  which more c l o s e l y  corresponds t o  the  convent ional concept o f  
income, an adjusted broad income measure was developed f o r  t h e  o r i g i n a l  
1972 Colorado Tax P r o f i l e  Study. This  measure i s  narrower than the  per- 
sonal income concept i n  t h a t  i t  excludes a l l  forms of imputed income, b u t  
broader thaq adjusted gross income s ince i t inc ludes an est imate o f  t h e  
nontaxable money t r a n s f e r  payments as w e l l  as o ther  forms o f  t a x  exempt 
income not  repor ted  on t a x  r e t ~ r n s . ~  On an o v e r a l l  basis,  t o t a l  adjusted 
broad income f o r  Colorado res iden t  taxpayers was est imated t o  be $22,005 
m i l l i o n ,  o r  19 percent l a rge r  than the  corresponding adjusted gross income 
f o r  f i s c a l  year 1980. The d i f f e r e n c e  between these two income measures i n  
f i s c a l  year 1975 was s l i g h t l y  l ess  than 16 percent. 5 
The more r a p i d  r a t e  o f  growth i n  t h e  adjusted broad income of 
Colorado's res iden t  households r e l a t i v e  t o  the  increase i n  adjusted gross 
income repor ted  on t a x  re tu rns  i s  p r i m a r i l y  due t o  t h e  steady r i s e  i n  
Colorado personal t r a n s f e r  income -- up 90 percent s ince  f i s c a l  year 1975, 
a r a t e  s i g n i f i c a n t l y  above t h e  73 percent growth i n  adjusted gross income 
f o r  the same period.6 Q u a n t i t a t i v e l y ,  t he  t o t a l  amount of t r ans fe r  pay-
ments inc luded i n  t h e  1980 adjusted broad income measure was approximately 
two and a h a l f  t imes l a rge r  than the  amount inc luded t o  represent  t a x  
exempt forms o f  non- t ransfer  money income. Thus t h e  l a r g e s t  r e l a t i v e  
adjustments requ i red  t o  p lace  the  res iden t  households on a broad income 
basis  were made f o r  those i n  t h e  lowest income ca tegor ies  s ince  they  were 
the  major r e c i p i e n t s  o f  nontaxable money t rans fer  income. Conversely, 
adjustments f o r  excluded non- t ransfer  money income were l a r g e s t  f o r  t ax -
payers i n  t he  upper income s t r a t a  s ince they were the  p r i n c i p a l  benef i-
c i a r i e s  of t h e  p r e f e r e n t i a l  t ax  t reatment  accorded c a p i t a l  gains, i n t e r e s t  
and dividends. I n  t he  f o l l o w i n g  sec t ions  o f  t h i s  repor t ,  t h e  comparative 
tax  burdens of Colorado res iden t  households are presented i n  terms o f  both 
adjusted gross and adjusted broad income. It i s  evident,  however, t h a t  t he  
l a t t e r  i s  t he  more appropr ia te  and meaningful bas i s  f o r  eva lua t i ng  t h e  
d i s t r i b u t i o n a l  e f f e c t s  o f  t he  Colorado s t a t e  and l o c a l  t a x  s t ruc tu re .  
D i s t r i b u t i o n  o f  Households, Income and Taxes 
Almost one and a quarter  m i l l i o n  Colorado res iden t  households 
f i l e d  s t a t e  income tax  re tu rns  i n  f i s c a l  year 1980. O f  these, f i v e  out  o f  
every s i x  were taxable returns,  i.e., they had a p o s i t i v e  net  normal income 
t a x  1iabi 1it y .  The income measures and o v e r a l l  t a x  analys is  fo r  t h i s  study 
are based on a l l  res iden t  returns,  taxable and nontaxable. Households 
f i l i n g  nontaxable returns, o f  course, a lso  were subject  t o  sales, excise 
and proper ty  taxes and were r e c i p i e n t s  o f  t r a n s f e r  and o the r  forms o f  money 
income excluded from adjusted gross income. 
Table I 1 1  presents the  t o t a l  d o l l a r  amounts o f  s t a t e  and l o c a l  
taxes on a res iden t  l i a b i l i t y  basis, as we l l  as the t o t a l  d o l l a r  amounts o f  
household income i n  terms o f  both adjusted gross and broad income, f o r  each 
o f  the f i v e  major income classes. The r e l a t i v e  tax  burden comparisons --
the  "cur rent  tax p r o f i l e s "  -- are developed on the  basis o f  these data. 
The l a r g e s t  s i n g l e  s t a t e  tax  l e v i e d  on the  two lowest income 
classes (under $15,000), which together  comprised more than th ree- f  i f t h s  
o f  Colorado's res ident  households, cont inued t o  be the  s t a t e ' s  r e t a i l  
sales tax  which amounted t o  $117.2 m i l  1 ion. When combined w i t h  the  excise 
taxes on motor fuels,  a lcohol  i c  beverages and c igare t tes ,  consumer 
expenditure taxes on the  s t a t e  l e v e l  f o r  these r e l a t i v e l y  low income 
taxpayers accounted f o r  more than two- th i rds  o f  t h e i r  t o t a l  s t a t e  tax  
burden i n  f i i c a l  year 1980. For the  o n e - f i f t h  o f  t he  households comprising 
the  middle income group ($15,000 t o  $25,000) the  s t a t e  tax  l i a b i l i t y  was 
evenly d i v ided  between consumption and income taxes. I n  contrast ,  f o r  t he  
two top  income s t r a t a  ($25,000 o r  more), represent ing the  remaining one- 
f i f t h  o f  t he  households, the  s t a t e  income tax, amounting t o  $252.7 m i l l i o n  
f o r  t h i s  group, was q u a n t i t a t i v e l y  the  la rgest .  I t  accounted f o r  almost 
two- th i rds  o f  t h e i r  t o t a l  s t a t e  t a x  burden; wh i l e  expenditure taxes, 
p a r t i c u l a r l y  the  excises, were correspondingly low. 
On the  local l eve l ,  as expected, the  r e s i d e n t i a l  p roper ty  tax  of 
$479.8 m i l l i o n  accounted f o r  about 70 percent o f  the  d i r e c t  l o c a l  t ax  
burden f o r  a l l  income categories. The percentage d i s t r i b u t i o n s  o f  t h e  
d i r e c t  s ta te  and l o c a l  tax  burden among Colorado's r e l a t i v e l y  low, middle 
and h igh  income taxpayers are summarized i n  the  fo l l ow ing  tabu la t i on :  
TABLE 111. DISTRIBUTION OF COLORADO RESIDENT TAXPAYERS, 

HOUSEHOLD INCOME AND MAJOR STATE AND LOCAL TAXES, 

FISCAL YEAR 1980 
Under 
$5,000 
Major Income ~lassesa 
$5,000 $15,000 $25,000 
t o  $15,000 t o  $25,000 t o  $50,000 
$50,000 
and Over To ta l  
(Money amounts i n  thousands o f  d o l l a r s )  
Number o f  Resident Households 342,783 410,121 251,610 195,069 29,695 1,229,278 
Household Income: 
Adjusted Gross Income 













D i r e c t  Taxes on Households: 
State Taxes 
Ind i v i dua l  Income 
Sales and Use 
Highway User 
Cigaret te 
Alcoho 1 ic Beverage 
Tota l  
Local Taxes 
Residenti  a1 Proper ty  
Sales and Use 
Cigaret te 
Spec i f i c  Ownership 
Tota l  
To ta l  D i r e c t  Taxes 
I n d i r e c t  Taxes on Households: 
State Business Taxes 













Tota l  I n d i r e c t  Taxes 129,244 288,967 275,878 290,879 94,577 1,079,545 
To ta l  State and Local Taxes: 
State Taxes ( D i r e c t  & I n d i r e c t )  













Tota l  State-Local Taxes $ 266,245 $ 670,391 $ 680,620 $ 763,732 $ 256,174 $ 2,637,162 
Addendum: 
Federal Ind i v i dua l  Income Tax 17,448 339,616 602,378 1,008,564 $ 744,384 $ 2,712,390 
aBased on adjusted gross income. 
Percent Distribution of Direct Taxes for 



























Total 100.0 100.0 100.0 
The percentage distributions of the Colorado resident taxpayers, 

household income and state-local taxes, classified by the five major in- 

come categories, are shown in Table IV. A comparison of the distribution 

of the households and income provides an approxi~nate measure of the degree 

of income inequality in the state. The taxpayers comprising the two top 

income groups, with adjusted gross incomes of $25,000 or more, represented 

only 18 percent of the households but accounted for 49 percent of the total 

reported income; while the poorest households, those in the lowest stratum 

with adjusted gross incomes of $5,000 or less, represented 28 percent of 

all households but accounted for only four percent of the adjusted gross 

income and seven percent of the broad income. 

With regard to the allocation of the overall state tax burden 

(combined direct and indirect taxes), it appears that for all major income 

classes the respective shares of the state tax generally paralleled the 





TABLE IV. PERCENTAGE DISTRIBUTION OF COLORADO RESIDENT TAXPAYERS, 
HOUSEHOLD INCOME AND MAJOR STATE AND LOCAL TAXES, 
FISCAL YEAR 1980 
Major  Income ~ l a s s e s : ~  
$5,000 $15,000 $25,000 $50,000 
t o  $15,000 t o  $25,000 t o  $50,000 and Over 




To ta l  
100.0 Number o f  Resident Households 
Household Income: 
Adjusted Gross Income 
Adjusted Gross Income 
D i r e c t  Taxes on Households: 
S ta te  Taxes 
I n d i v i d u a l  Income 
Sal es/Use 
Highway User 
C iga re t t e  
Alcoho 1 i c  Beverage 
T o t a l  
Local  Taxes 
Res iden t i  a1 P rope r t y  
Sales Use 
C iga re t t e  
S p e c i f i c  Ownership 
T o t a l  
T o t a l  D i r e c t .  Taxes 
I n d i r e c t  Taxes on Households: 
S ta te  Business Taxes 
Local Business Taxes 
T o t a l  I n d i r e c t  Taxes 
T o t a l  S ta te  and Local  Taxes: 
S ta te  Taxes ( D i r e c t  & ~ n d i r e c t )  
Local  Taxes ( D i r e c t  & I n d i r e c t )  
To ta l  State-Local  Taxes 
Addendum; 
Federal  I n d i v i d u a l  Income Tax 
a ~ a s e d  on ad jus ted  gross income. 
Percent D i s t r i b u t i o n  
Adjusted T o t a l  To ta l  
Broad S t a t e  Local  
Income Classes Income Taxes Taxes 
Under $5,000 7.3 8.0 12.1 
$5,000 t o  $15,00 22.7 23.3 27.5 
$15,000 t o  $25,000 25.0 25.7 25.9 
$25,000 t o  $50,000 32.0 30.7 27.3 
$50,000 and over 13.0 12.3 7.2 
To ta l  100.0 100.0 100.0 
The share o f  t h e  t o t a l  s t a t e  t a x  burden borne by t h e  poo res t  
households a c t u a l l y  was s l i g h t l y  h igher  than t h e i r  r e s p e c t i v e  income 
share, w h i l e  f o r  t h e  households i n  t h e  h i ghes t  s t ra tum t h e i r  s t a t e  t a x  was 
s l i g l i t l y  l ess  than t h e i r  income share. I n  b r i e f ,  on t h i s  ad justed broad 
income bas is ,  t h e  d i s t r i b u t i o n  o f  t h e  t o t a l  s t a t e  t a x  burden proved t o  be 
p r a c t i c a l l y  t he  same as t h e  d i s t r i b u t i o n  o f  income among t h e  f i v e  major 
income ca tegor ies  f o r  f i s c a l  year  1980. Prev ious CTPS r e p o r t s  show a 
s i m i l a r  p a t t e r n  o f  approximate p r o p o r t i o n a l i t y  f o r  f i s c a l  years 1975 t o  
1979. It appears t h a t  desp i t e  the marked s h i f t  o f  taxpayers i n t o  h i ghe r  
income bracke ts  and t h e  increased consumption expendi tures du r i ng  t h e  pas t  
f i v e  years, t h e  s t a t e  t a x  s t r u c t u r e  has no t  become s i g n i f i c a n t l y  rrlore 
p rogress ive  nor regress ive .  
The p r o p o r t i o n a l i t y  achieved i n  t he  d i s t r i b u t i o n  o f  t he  o v e r a l l  
s t a t e  t a x  burden r e f l e c t s  a  ba lanc ing o f  t h e  s t a t e ' s  major  taxes s i nce  
s i m i l a r  d i s t r i b u t i o n s  do no t  ho ld  f o r  any o f  t h e  s p e c i f i c  taxes. As noted 
i n  t h e  1980 Ana lys is  o f  t h e  Colorado Income Tax r e p o r t ,  t h e  s t a t e  i n d i v i -  
dua l  income t a x  con t inues  t o  be h i g h l y  progress ive.  Households i n  t h e  two 
lowest  income ca tego r i es  (incomes under $15,000 and rep resen t i ng  more t han  
t h r e e - f i f t h s  o f  t h e  households) accounted f o r  30 percent  o f  t he  broad 
income bu t  o n l y  17 percen t  o f  t he  income t a x  l i a b i l i t y .  A t  t h e  o t h e r  end 
o f  the income spectrum, taxpayers i n  t he  two t op  ca tego r i es  (incomes o f  
$25,000 o r  more and compr is ing l ess  than  o n e - f i f t h  o f  t h e  households) 
accounted f o r  45 percen t  o f  the  broad income b u t  almost 60 percent  o f  t h e  
t o t a l  s t a t e  income t a x  l i a b i 1 i t y . l  And t h e  d i s t r i b u t i o n  o f  t h e  f e d e r a l  
income t a x  pa id  by Colorado taxpayers, c l a s s i f i e d  on t h e  same income basis,  
t u r n s  ou t  t o  be even more progress ive  -- f o r  those w i t h  incomes o f  less  
than $15,000 the  federal  t a x  share was o n l y  13 percent, and f o r  those i n  
t he  top  two income s t r a t a  i t  was 65 percent.  Stated more general ly ,  t h e  
t o p  o n e - f i f t h  o f  Colorado's r e s i d e n t  households accounted f o r  about one-
h a l f  o f  t h e  income (regardless o f  which income measure i s  used) bu t  almost 
t h r e e - f i f t h s  o f  the  t o t a l  s t a t e  income tax. 
Conversely, t h e  d i s t r i b u t i o n  pa t te rns  of a l l  o the r  s t a t e  taxes 
proved t o  be e s s e n t i a l l y  regress ive  -- t h a t  i s ,  t h e  t a x  share r e l a t i v e  t o  
income was g rea tes t  f o r  t h e  lowest income group and smal les t  f o r  those w i t h  
t h e  h ighes t  incomes. For example, t h e  lowest income group's share o f  t he  
s t a t e  r e t a i l  sa les t a x  was approximately one and a  h a l f  t imes as g rea t  as 
i t s  share o f  adjusted broad income; whereas f o r  the  h ighes t  s t ratum i t was 
about one-half  as l a rge  as i t s  income share. And s i m i l a r  r e l a t i o n s h i p s  
h o l d  f o r  the  consumer exc ises and i n d i r e c t  s t a t e  business taxes. I n  shor t ,  
t h e  magnitude and p r o g r e s s i v i t y  o f  t h e  Colorado s t a t e  income t a x  o f f s e t s  
t h e  r e g r e s s i v i t y  o f  a l l  t he  o ther  s t a t e  taxes r e s u l t i n g  i n  a s t a t e  t a x  
s t r u c t u r e  which i s  e s s e n t i a l l y  p ropo r t i ona l .  
With regard t o  t h e  a l l o c a t i o n  o f  t he  l o c a l  t ax  burden, t he  data 
i n d i c a t e  t h a t  a l l  o f  t h e  major l o c a l  taxes ( d i r e c t  and i n d i r e c t )  worked ou t  
t o  be h i g h l y  regressive.  For households i n  t he  two lowest income s t ra ta ,  
t h e i r  share o f  t h e  r e s i d e n t i a l  p rope r t y  tax, expendi ture taxes and i n -
d i r e c t  business taxes i n  every instance was s i g n i f i c a n t l y  l a r g e r  than 
t h e i r  share o f  adjusted broad income; w h i l e  f o r  taxpayers i n  t h e  h ighes t  
income s t r a t a  the  t a x  shares were below t h e i r  respec t i ve  income shares. 
This  o v e r a l l  r e g r e s s i v i t y  o f  t h e  l o c a l  t a x  s t r u c t u r e  must be a t t r i b u t e d  
p r i m a r i l y  t o  the  magnitude and r e g r e s s i v i t y  o f  the l o c a l  p rope r t y  tax.  
Average Household Income and Taxes 
The average income and taxes of Colorado r e s i d e n t  taxpayers 
c l a s s i f i e d  by t h e  f i v e  major income ca tegor ies  are shown i n  Table V. I n  
f i s c a l  year  1980, r e s i d e n t  taxpayers had an average income o f  $17,901 (on a  
broad income bas i s )  and an average combined s t a t e - l o c a l  t a x  1  i a b i  1  i t y  of 
$2,145. This  was s l i g h t l y  l ess  than the  average fede ra l  income t a x  pa id  by 
Colorado res iden ts  f o r  t h e  same year. A l l  s t a t e  taxes ( d i r e c t  and i n  
TABLE V. AVERAGE I N C M  AND TAXES FOR COLORADO RESIDEFfT TAXPAYERS, 

CLASSIFIED 8Y MAJOR INCOME CATEGORIES, 

FISCAL YEAR 1980 

Major Income ~ l a s s e s : ~  
Under $5,000 $15,000 $25,000 fS0,m 
$5,000 to  $15,000 t o  $25,000 t o  $58,000 and Over Total 
Taxpayers Income : 
Adjusted Gross Income 
Adjusted Broad Income 

























Total Direct Taxes 
Indirect Taxes on Households: 
State Business Taxes 
Local Business Taxes 
Total Ind i rec t  Taxes 
Total State and Local Taxes: 
State Taxes (Direct & Indirect)  
Local Taxes ( ~ i r e c t  & ~ n d i r e c t )  
Total State-Local Taxes 
Addendum: 
Individual Income Taxes 
'Based on adjusted gross income. 
-1 
d i r e c t )  averaged $1,058 per  r e s i d e n t  household and as such were o n l y  t h ree  
percent  l ess  than t h e  average l o c a l  t a x  burden o f  $1,087. Average t o t a l  
s t a t e  taxes ranged from $305 f o r  taxpayers i n  t he  lowest income s t ra tum t o  
$5,368 f o r  those a t  t h e  o the r  end o f  t h e  scale. On t h e  o the r  hand, t h e  
=. 
average l o c d  t a x  b i l l  was r e l a t i v e l y  h igher  than the  s t a t e  burden f o r  t he  
-
poor and r e l a t i v e l y  lower f o r  t h e  h i g h  income group, rang ing  f rom $472 f o r  
those i n  the  lowest category t o  $3,259 f o r  those i n  t he  h ighest .  
The average d o l l a r  t a x  per r e s i d e n t  household increased 
d i r e c t l y ,  b u t  no t  p ropo r t i ona te l y ,  w i t h  t he  r i s e  i n  income. Among the  
s p e c i f i c  d i r e c t  taxes, t h e  r e s i d e n t i a l  p rope r t y  t a x  ranked f i r s t  w i t h  an 
average o f  $390. The i n d i v i d u a l  income t a x  ranked next  w i t h  an average o f  
$356, fo l lowed by  t h e  s t a t e  sa les t a x  which averaged o n l y  $248. 
The var iances i n  these r e l a t i o n s h i p s  can be r e a d i l y  compared by 
expressing as r a t i o s  t h e  averages o f  households i n  t h e  lowest  income group 
t o  t h a t  o f  those i n  t he  two h ighest ,  as shown i n  t he  t a b u l a t i o n  below: 
Average Income and Taxes Lowest 
f o r  Households w i t h  AGI as 
Under $25,000 Percent o f  
$5,000 o r  More Highest 
Adjusted Broad Income $4,669 $44,076 10.6 
S ta te  Taxes: 
I n d i v i d u a l  Income Tax 
Sales Tax on Households 100 464 21.6 
Excise Taxes on Households 42 156 -26.9 
To ta l  D i r e c t  Taxes 160 1,746 9.2 

I n d i r e c t  Business Taxes 145 739 19.6 

T o t a l  S ta te  Taxes 305 2,485 12.3 

Local  Taxes: 
Res iden t i a l  Proper ty  Tax 169 771 21.9 

Sales Tax on Households 58 268 21.6 

Excise Taxes on Households 13 38 34.2 

To ta l  D i r e c t  Taxes 240 1,077 22.3 

I n d i r e c t  Business Taxes 232 976 -23.8 

To ta l  Local Taxes 472 2,053 23.0' 

T o t a l  S ta te  and Local Taxes $ 777 $ 4,538 
On t h i s  basis, the  average broad income o f  households comprising 
the  lowest income stratum was less than 11 percent t h a t  o f  those i n  the  two 
h ighest  categories. The marked progress i v i  ty  o f  the Colorado s t a t e  income 
tax  i s  i nd i ca ted  when t h e  tax  r a t i o s  are compared w i t h  the  above income 
r a t i o .  For example, the  average s t a t e  income tax  o f  $23 f o r  a11 households 
i n  t h e  "under $5,0001' c lass  was less than two percent of t h e  $1,124 average 
income t a x  f o r  households i n  the top  categories.8 I n  contrast ,  the  average 
of a l l  o ther  s t a t e  taxes borne by the  poor represented 20 percent o f  t h a t  
l ev ied  on the top  income group, o r  a comparative average t a x  r a t i o  which 
was twice as la rge as the  income r a t i o .  As noted, the  p r o g r e s s i v i t y  o f  t h e  
income tax  roughly o f f s e t s  the  r e g r e s s i v i t y  o f  a l l  the o ther  s t a t e  taxes. 
However, i t  appears t h a t  on t h i s  basis the  t o t a l  s t a t e  t a x  s t r u c t u r e  
(combined d i r e c t  and i n d i r e c t  taxes)  a c t u a l l y  was s l i g h t l y  regress ive  i n  
f i s c a l  year 1980. The average t o t a l  s t a t e  tax  f o r  t he  lowest income c lass  
was 12.3 percent o f  t h a t  f o r  the  top  s t r a t a  i n  comparison t o  the  10.6 
percent average income r a t i o  o f  t he  poor t o  the  r i c h .  I n  f i s c a l  year 1975, 
the  r e l a t i o n s h i p s  were reversed -- the average o v e r a l l  s t a t e  t a x  r a t i o  was 
0nly9.5 percent compared w i t h  an average income r a t i o  o f  11.3 percent. I n  
o ther  words, dur ing  the  past f i v e  years, the  o v e r a l l  s t a t e  tax  s t r u c t u r e  
has been transformed from one which was s l i g h t l y  progressive t o  one which 
i s  s l i g h t l y  regressive. 
The r e g r e s s i v i t y  o f  the  l o c a l  tax s t r u c t u r e  a lso i s  revealed by 
these average income and t a x  data. The average l o c a l  tax  f o r  households i n  
the  lowest income category was 23.0 percent o f  the  average pa id  by those i n  
the  top  classes, compared t o  the  corresponding 10.6 percent income r a t i o .  
I n  the case o f  the proper ty  tax, the  estimated average t a x  f o r  households 
i n  the  lowest income category was almost 22 percent o f  t h a t  pa id  by those 
i n  the  highest.  S i m i l a r l y ,  f o r  l o c a l  sa les taxes, consumer excises and 
s h i f t e d  business taxes, the  average tax  r a t i o s  o f  the  poor t o  the  r i c h  i n  
every instance was more than tw ice  t h a t  o f  the broad income r a t i o .  On a 
combined basis, t he  o v e r a l l  Colorado s ta te - loca l  t ax  s t r u c t u r e  worked ou t  
t o  be c l e a r l y  regress ive  w i t h  an average t a x  r a t i o  o f  17.1 percent compared 
w i t h  the  broad income r a t i o  o f  less than 11 percent. 
SECTION 111 Footnotes: 
1. 	 See Analysis of the Colorado Income Tax: Inflation, Indexation and 
Credits, 1980. 
Also, for purposes of this study, a1 1 non-resident t a x  returns and a 
number of resident single returns filed by persons who had been taken 
as exemptions on their parent's returns were excluded. The latter 
primarily represented students and other youngsters living a t  home 
who had filed for withholding refunds. These returns accounted for 
.5 percent of adjusted gross income and less t h a n  .1 percent of the 
income t a x  1i abi 1i t y .  Non-resident returns accounted for 2.1 per- 
cent of the returns, .7 percent of the reported adjusted gross income 
and .9 percent of the income t a x  liability. 
3 .  	 U.S. Department of Comnerce, Survey of Current Business, August 
1980. 
4. 	 See Appendix B for a description of the derivation of the adjusted 
broad income measure. 
5. 	 See Colorado Tax Profile Studies for 1972 and 1975. 
6. 	U.S. Department of Corrmerce, Survey of Current Business, August 1975 
and 1980. 
7.  	 A detailed analysis of the Colorado individual income t a x  returns 
filed in fiscal year 1980, classified on the basis of 10 adjusted 
gross income categories ranging from "under $3,000' t o  "$100,000 and 
over," is presented in the Analysis of the Colorado Income Tax: 
Inflation, Indexation and Credits, 1980. 
8. 	 The relatively small average income t a x  for households in the "under 
$5,000" category partly reflects the fact t h a t  more t h a n  half of the 
t a x  returns in this stratum were nontaxable returns. 
SECTION I V .  A PROFILE OF EFFECTIVE TAX RATES AND BURDENS 

A more convent ional  and s impler  method o f  comparing r e l a t i v e  t a x  
burdens i s  t o  express the  absolute do1 l a r  amount o f  t a x  l i a b i l i t y  as a 
percentage o f  household income before tax .  Since a l l  taxes u l t i m a t e l y  are 
p a i d  ou t  o f  a v a i l a b l e  income, such a measure o f  t h e  t a x  burden a c t u a l l y  
represents an " e f f e c t i v e  t a x  r a t e "  on household income. However, t he  
degree o f  r e g r e s s i v i t y  o f  p r o g r e s s i v i t y  o f  t h e  t a x  s t r u c t u r e  as a whole o r  
o f  any p a r t i c u l a r  t a x  i s  dependent upon the  income concept used. Table V I  
shows t h e  r e l a t i v e  t a x  burdens when the  s t a t e  and l o c a l  l e v i e s  a re  ex-
pressed as percentages o f  ad justed gross income. Table V I I  presents the  
same t a x  data i n  terms o f  ad justed broad income. 
E f f e c t i v e  Tax Rates Based on Adjusted Gross Income 
The r e l a t i v e  burdens o r  e f f e c t i v e  t a x  r a t e s  f o r  f i s c a l  year 
1980, based on adjusted gross income, are shown i n  Table V I .  On t h i s  
adjusted gross income bas is  the  combined s t a t e - l o c a l  t ax  burden on the  poor 
was almost four t imes as heavy as t h a t  on the  upper income group -- a 37.0 
percent e f f e c t i v e  tax  r a t e  f o r  households r e p o r t i n g  incomes o f  l ess  than 
$5,000 cornpared w i t h  an 10.1 percent r a t e  f o r  those w i t h  incomes o f  $50,000 
o r  more. This  o v e r a l l  r e g r e s s i v i t y ,  however, must be ma in l y  a t t r i b u t e d  t o  
t h e  l o c a l  t a x  p o r t i o n  f o r  which the r e l a t i v e  burden on the  lowest  income 
group was more than f i v e  t imes l a r g e r  than t h a t  on the  h ighes t  -- 22.9 
percent  compared w i t h  3.8 percent.  A l l  taxes on t h e  l o c a l  leve l ,  when 
based on adjusted gross income, show a h igh  degree o f  r e g r e s s i v i t y  and i n  
t h e  case o f  the  r e s i d e n t i a l  p rope r t y  tax, t he  e f f e c t i v e  r a t e s  ranged f rom 
8.2 percent  f o r  t h e  lowest income group t o  1.5 percent  f o r  t h e  h ighest .  
The s t a t e  t a x  s t r u c t u r e  as a whole was o n l y  about one-half  as 
regress ive  as t h e  l o c a l  t a x  s t r u c t u r e  s ince  the  r e g r e s s i v i t y  o f  t h e  con-
sumer expenditure and business taxes was p a r t i a l l y  o f f s e t  by t h e  pro-
g r e s s i v i t y  o f  t he  s t a t e ' s  i n d i v i d u a l  income t a x .  With regard t o  t he  s t a t e  
income tax, the  c f f e c  t i v e  r a t e  f o r  householrls i n  Lhct under 55,000 (.a tegory 
TABLE V I .  RELATIVE BURDEN OF MAJOR TAXES ON COLORADO RESIDENT TAXPAYERS, 

TAXES EXPRESSED AS PERCENT OF ADJUSTED GROSS INCOME, 

FISCAL YEAR 1980 

Major Income c lasses:  a 
Under $5,000 $15,000 $25,000 $50,000 
$5,000 t o  $i5,000 t o  $25,000 t o  $50,000 and Over T o t a l  
D i r e c t  Taxes on Households: 
S t a t e  Taxes 

I n d i v i d u a l  Income 





C i g a r e t t e  

A l c o h o l i c  Beverage 

T o t a l  
Loca l  Taxes 

Resi  d e n t i  a1 Proper ty  

Sa les and Use 

C i g a r e t t e  

Spec i f ic Ownership 

To ta l  
To ta l  D i r e c t  Taxes 
I n d i r e c t  Taxes on Households: 
S ta te  Business Taxes 
Loca l  Business Taxes 11.29 4.56 3.46 2.71 1.76 
To ta l  I n d i r e c t  Taxes 18.33 7.44 5.58 4.51 3.73 
To ta l  S ta te  and Local Taxes: 
S ta te  Taxes ( D i r e c t  & I n d i r e c t )  14.82 7.80 6.78 6.19 6.29 
Local  Taxes ( D i r e c t  & I n d i r e c t )  22.93 9.46 6.99 5.66 3.82 
To ta l  State-Local  Taxes 37.75 17.26 13.77 11.85 10.11 
Addendum: 
Federa l  I n d i v i d u a l  Income Taxes 
a ~ a s e d  on ad justed gross income. 
TABLE V I I .  RELATIVE BURDEN OF MAJOR TAXES ON COLORADO RESIDENT TAXPAYERS, 

TAXES EXPRESSED AS PERCENT OF ADJUSTED BROAD INCOME, 

FISCAL YEAR 1980 

Major  Income c lasses :  a 
- - -
Under $5,000 $15,000 $25,000 $50,000 
$5,000 t o  $15,000 t o  $25,000 t o  $50,000 and Over T o t a l  
D i r e c t  Taxes on Households: 
S ta te  Taxes 

I n d i v i d u a l  Income 





C i g a r e t t e  

Alcoho 1  ic Beverage 

T o t a l  
Loca l  Taxes 

Resident ia1 Proper ty  

Sales and Use 

C i g a r e t t e  

S p e c i f i c  Ownership 

T o t a l  
T o t a l  D i r e c t  Taxes 
I n d i r e c t  Taxes on Hou seho 1d  s: 
Sta te  Business Taxes 
Local  Business Taxes 
T o t a l  I n d i r e c t  Taxes 
To ta l  S ta te  and Local Taxes: 
State  Taxes (D i r ec t  & I n d i r e c t )  
Local  Taxes ( D i r e c t  & I n d i r e c t )  
T o t a l  State-Local  Taxes 
Addendum: 

Tederal I n d i v i d u a l  Income Taxes 

a ~ a s e d  on ad justed gross income. 
was less  than one percent, o r  o n l y  one - th i rd  t h e  r a t e  f o r  taxpayers w i t h  
incomes o f  $25,000 o r  more. For t he  o v e r a l l  s t a t e  t a x  s t ruc ture ,  t he  
e f f e c t i v e  t a x  r a t e s  based on adjusted gross income ranged f rom 14.8 percent 
f o r  the  lowest s t ratum t o  6.3 percent f o r  the  highest.  But, as a l ready 
noted, t h e  above d i s p a r i t i e s  i n  t h e  r e l a t i v e  t a x  burdens between t h e  low 
and h igh  income categor ies are mis leading because t h e  adjusted gross i n -
come measure on which they  are based understates t h e  money income o f  
households i n  t he  lowest income stratum, and the re fo re  overs ta tes  t h e i r  
t ax  burden r e l a t i v e  t o  t h a t  o f  o ther  taxpayers (see Chart 111). 
E f f e c t i v e  Tax Rates Based on Adjusted Broad Income 
When t h e  e f f e c t i v e  t a x  r a t e s  are expressed more app rop r ia te l y  i n  
terms of adjusted broad income, the  r e l a t i v e  t a x  burdens and the  measured 
r e g r e s s i v i t y  o f  both the  s t a t e  and l o c a l  t a x  s t ruc tu res  are s i g n i f i c a n t l y  
reduced, as shown by the  f o l l o w i u g  s u m a r y  o f  Table V I I :  
E f f e c t i v e  Tax Rates 
Expressed as Percentages o f  Ratio ofAdjusted Broad Income Lowest to 
Lowest Middle Highest Highest 
Stratum Stratum Stratum Rates 
Sta te  Taxes: 
I n d i v i d u a l  Incorne Tax 
Sales Tax on Households 2.14 1.52 .74 2.89 
Excise Taxes on Households .89 .66 -.26 -3.42 
To ta l  D i r e c t  Taxes 3.43 4.18 3.84 .89 
I n d i r e c t  Business Taxes 3.10 1.91 -1.75 1.77 
To ta l  S ta te  Taxes 6.53 6.09 5.59 1.17 
Local Taxes: 
Resi d e n t i  a1 Proper ty  Tax 3.61 2.13 1.34 2.69 
Sales Tax on Households 1.24 .88 .43 2.88 
Excise Taxes on Households .28 .17 -.07 4.00 
To ta l  D i r e c t  Taxes 5.13 3.18 1.83 2.80 
I n d i r e c t  Business Taxes 4.97 3.11 1.57 -3.17 
To ta l  Local Taxes 10.10 6.29 3.39 2.98 
Tota l  State-Local Taxes 16.63 12.38 -8.98 -1.85
TAXES AS PERCENT OF INCOME - h) 

















On t h i s  broad income basis,  t h e  measured r e g r e s s i v i t y  -- t h e  
r a t i o  o f  the  e f f e c t i v e  r a t e  f o r  t he  lowest income c lass  (under $5,000) t o  
t h a t  o f  t h e  h ighes t  ($50,000 and over )  -- i n  a l l  instances i s  reduced t o  
l ess  than one-half  o f  t h a t  ca l cu la ted  i n  terms o f  ad justed gross income. 
For example, t he  r e l a t i v e  burden o f  l o c a l  taxes ( d i r e c t  and i n d i r e c t )  
va r i ed  from 10.1 percent  f o r  t he  lowest income group t o  3.4 percent  f o r  t h e  
highest,  whereas when the  adjusted gross income measure was used, t h e  l o c a l  
burderi on t h e  poor was more than s i x  tirnes grea ter  than t h a t  on t h e  h ighes t  
income group. S i m i l a r l y ,  w i t h  regard t o  t h e  r e s i d e n t i a l  p rope r t y  t a x  t h e  
e f f e c t i v e  r a t e  f o r  households i n  the  lowest s t ra tum was 3.6 percent  com- 
pared w i t h  a r a t e  o f  1.3 percent  f o r  those i n  t he  top  stratum. I n  o t h e r  
words, t he  average p rope r t y  t a x  burden f o r  t he  lowest category was l ess  
than one-half  as much as shown i n  Table V I .  
The r e g r e s s i v i t y  o f  the  o v e r a l l  s t a t e  t a x  s t r u c t u r e  was a lso  
s i g n i f i c a n t l y  smal ler  on t h i s  adjusted broad income basis .  The e f f e c t i v e  
t a x  r a t e  f o r  the lowest income households was 6.5 percent  o r  o n l y  about 
one-s ix th h igher  than t h e  5.6 percent  average f o r  taxpayers i n  t h e  t o p  
income stratum. Moreover, i t  i s  important  t o  note t h a t  t h e  d i r e c t  p o r t i o n  
o f  the s t a t e  t a x  s t r u c t u r e  -- t h e  i n d i v i d u a l  income t a x  and consumer 
expendi ture taxes l e v i e d  on r e s i d e n t  households -- a c t u a l l y  proved t o  be 
progress ive .  The r e l a t i v e  t a x  burden f o r  households i n  t h e  lowest s t ra tum 
was 3.4 percent  compared w i t h  a burden o f  3.8 percent  f o r  those i n  t he  
h ighest .  As a l ready  ind ica ted ,  t h i s  p a t t e r n  i s  e s s e n t i a l l y  due t o  t h e  f a c t  
t h a t  the  r e g r e s s i v i t y  o f  t he  s t a t e  sa les  t a x  and consumer exc ises i s  more 
than o f f se t  by t h e  magnitude and p r o g r e s s i v i t y  o f  t h e  s t a t e  income tax .  
With regard t o  the  income tax, t h e  average e f f e c t i v e  r a t e s  f o r  t he  income 
c lasses successive ly  increased from a low o f  0.4 percent  f o r  households i n  
t h e  lowest s t ratum t o  a h igh  o f  2.8 percent  f o r  taxpayers i n  t he  $50,000 
and over category. Thus, t he  r e l a t i v e  income t a x  burden on t h e  poor was 
o n l y  one-seventh as l a rge  as t h a t  on those i n  t he  top  income stratum. 
The CTPS Progress i  v i  t y  Index 
The f o rego ing  a n a l y s i s  has been based on an approximate measure 
o f  t h e  r e g r e s s i v i t y  o r  p r o g r e s s i v i t y  o f  each t a x  determined by  express ing 
t h e  r e l a t i v e  t a x  burden ( e f f e c t i v e  t a x  r a t e )  o f  t h e  lowest  income s t ra tum 
as a r a t i o  t o  t h a t  o f  t h e  h i ghes t .  Th i s  "broad income" index of pro-
g r e s s i v i t y / r e g r e s s i v i t y  was f i r s t  developed f o r  t h e  1972 Colorado Tax Pro- 
f i l e  Study. If t h e  r a t i o  o r  index number i s  equal t o  1.0, t h e  t a x  should be 
cons idered p r o p o r t i o n a l ;  i f  l ess  than 1.0, t h e  t a x  i s  progress ive;  and if 
more t han  1.0, r eg ress i ve .  
I n  o rder  t o  make t he  ana l ys i s  c o n s i s t e n t  over t ime, t h e  index 
measure f o r  f i s c a l  year  1980, i n  terms o f  ad jus ted  broad income, i s  based 
on t he  e f f e c t i v e  r a t e s  o f  t he  lowest  income group (under $5,000) compared 
w i t h  those of t h e  two h ighes t  s t r a t a  combined, i.e., w i t h  t h e  e f f e c t i v e  
r a t e  f o r  a l l  taxpayers w i t h  r e p o r t e d  ad jus ted  income o f  $25,000 o r  more. 
On t h i s  bas is ,  t h e  index va lues f o r  each o f  Colorado's major  s t a t e  and 
l o c a l  taxes, f o r  t h e  f i s c a l  years 1972, 1975, 1977 and 1980, a re  summarized 
i n  t h e  f o l l o w i n g  t a b u l a t i o n :  
CTPS P r o g r e s s i v i t y  Index Based on 
Broad Income -- Tax Burden Ra t i os  
o f  Lowest t o  Highest  Income Class 
1972 1975 1977 1980 
S ta te  Taxes: 
I n d i v i d u a l  Income Tax 
Sales Tax on Households 1.85 1.81 2.19 2.04 
Exc ise  Taxes on Households -2.21 2.32 2.68 2.47-
T o t a l  D i r e c t  Taxes .72 .67 .85 .87 
I n d i r e c t  Business Taxes -1.33 1.31 2.04- 1.85-
T o t a l  S t a t e  Taxes .90 .84 1.12 1.16 
Local  Taxes: 
R e s i d e n t i a l  P rope r t y  Tax 
Sales Tax on ~ o u s e h o l d s  2.00 1.83 2.20 2.03 
Exc ise Taxes on Households 2.52 -2.73 3.33 3.11-
T o t a l  D i r e c t  Taxes 2.11 1.89 2.15 2.09 
I n d i r e c t  Business Taxes 1.93- 1.79 2.41- 2.05 
T o t a l  Local  Taxes 2.02 1.84 2.27 2.17 
T o t a l  State-Local  Taxes 
F i r s t ,  the  data c l e a r l y  i n d i c a t e  t h a t  t h e  Colorado s t a t e - l o c a l  
t a x  system remains regressive, bu t  s l i g h t l y  l ess  so i n  f i s c a l  1980 than i n  
1977. On a  broad income basis,  t he  1980 C'TPS index number f o r  t he  combined 
s t a t e - l o c a l  tax  s t r u c t u r e  was 1.61, which i n d i c a t e s  t h a t  t he  t o t a l  s ta te -
l o c a l  t a x  burden f o r  households i n  t h e  lowest income category (under 
$5,000) was approximately two - th i rds  g rea ter  than the  r e l a t i v e  burden 
imposed on taxpayers i n  t he  t o p  income s t r a t a  ($25,000 o r  more). However, 
t h e  s t a t e  t ax  s t r u c t u r e  has remained e s s e n t i a l l y  p ropo r t i ona l  w i t h  t h e  
p r o g r e s s i v i t y  o f  t h e  d i r e c t  t a x  component on t h e  s t a t e  l e v e l  (.87) being 
o f f s e t  by the r e g r e s s i v i t y  o f  t h e  i n d i r e c t  business t a x  component (1.85). 
On the  o ther  hand, t h e  l o c a l  t a x  s t r u c t u r e  cont inues t o  be h i g h l y  regres-  
s i v e  w i t h  index numbers i n  excess o f  two f o r  a l l  major t a x  ca tegor ies  --
r e s i d e n t i a l  proper ty ,  r e t a i l  sales, consumer exc ises and i n d i r e c t  busienss 
taxes. 
O f  the th ree  major taxes imposed on Colorado households --
income, sa les and p rope r t y  -- t h e  l a t t e r  two have proven t o  be about 
equa l l y  regress ive  s ince 1972. The r e l a t i v e  t a x  burdens o f  both t h e  
r e s i d e n t i a l  p rope r t y  t a x  and the  s t a t e  sa les t a x  f o r  low income households 
have been c o n s i s t e n t l y  tw i ce  as heavy as t h a t  imposed on h igh  income 
taxpayers. I n  sharp cont ras t ,  t h e  s t a t e  income t a x  r6mains t h e  o n l y  
s i g n i f i c a n t  progress ive t a x  i n  the  e n t i r e  a r ray  ,of s t a t e - l o c a l  l e v i e s  
imposed on Colorado r e s i d e n t  households. The CTPS p r o g r e s s i v i t y  index f o r  
t h e  s t a t e  income t a x  has remained remarkably s t a b l e  and has shown the  l e a s t  
v a r i a t i o n  o f  any o f  t h e  major s t a t e - l o c a l  taxes s ince  1972 when those 
s tud ies  were f i r s t  undertaken. I n  o ther  words, t h e  r e l a t i v e  income tax  
burden on low income households du r i ng  t h i s  pe r i od  has c o n s i s t e n t l y  been 
o n l y  one-s ix th as l a r g e  as t h a t  o f  taxpayers i n  t he  $25,000 and over income 
category. 
F i n a l l y ,  i t  should be noted t h a t  no tw i ths tand ing  the  unabated 
p r i c e  i n f l a t i o n  and r i s e  i n  nominal income over t h e  past  t h r e e  years, t h e  
s t a t e  income t a x  s t r u c t u r e  a c t u a l l y  proved t o  be s l i g h t l y  more progress ive 
i n  f i s c a l  year 1980 than -in 1977. The C'TPS index number f o r  t h e  t a x  
dropped from .17 t o  .16, t h e  same value which i t  had i n  1972. Th is  must be 
p r i m a r i l y  a t t r i b u t e d  t o  t h e  system o f  " f u l l  indexat ion"  and a  v a r i e t y  of 
other income tax revision measures introduced in 1978 and 1979. As more 

fully discussed in the companion study, the 1980 Analysis of the Colorado 

Income Tax: Inf1 ation, Indexation and Credits, these recently enacted 

income tax provisions not only resulted in significant reductions in 

absolute do1 1 ar tax burdens, but helped maintain the legislated progres- 

sivity and distributional equity of the state income tax by offsetting the 





APPORTIONMENT OF STATE AND LOCAL TAXES 

BETWEEN HOUSEHOLDS AND BUSINESS 

The state and local tax liabilities of Colorado resident tax- 

payers for fiscal year 1980 used as the basis for the present study were 

developed from original data obtained from a variety of sources. The state 

and federal individual income tax data for Colorado households were 

derived from a stratified random sample of 18,859 state tax returns filed 

during the first six months of 1980. A detailed description of the sampl- 

ing methodology and statistical reliability of the income tax data are 

provided in Appendix A of the 1980 Colorado Statistics of Income report. 

State and local revenue data on a collection basis were obtained from the 

Colorado State Departlnent of Revenue, the Division of Accounts and Con- 

trol, the Division of Property Taxation, the Department of Local Affairs, 

and the City of Denver Finance Office. These data are summarized and 

presented in Table A-1. In order to put the data on a resident liability 

basis, the reported collections were adjusted for nonallocable and nontax 

revenues, taxes paid by non-resident taxpayers, and vendor discounts on 

tax collections. The income tax data also were adjusted for the cash flow 

difference between collections and liabilities. A summary of the state and 

local taxes as adjusted for this study is presented in Table A-2. 

Adjustment and Classification of State Taxes 

The adjustments made in state taxes and the a1 locatioon of the 

adjusted taxes between those levied on households (direct taxes) and those 

levied on business (indirect taxes) are presented in Table A-3. 

The base figures for "Reported Net Tax Collections" are exclu- 

sive of nonallocable state inheritance and gift taxes, hunting and fishing 

license fees and pari-mutuel betting taxes. All other nonallocable and/or 

nontax revenues were treated as adjustments to the reported net collec- 

t ions. These items represented sales tax  assessments, pena l t i es  and i n -  
t e res t ,  aud i t  de f i c i enc ies ,  and sales and motor v e h i c l e  taxes c o l l e c t e d  by 
the  Revenue Department f o r  l o c a l  j u r i s d i c t i o n s .  These adjustments 
amounted t o  $8.3 m i l  l i o n  i n  f i s c a l  1980. 
Income tax  c o l l e c t i o n s  f o r  any g iven year i n  an expanding 
economy w i l l  exceed the  ac tua l  income t a x  l i a b i l i t y  i ncu r red  on t h e  
prev ious yea r ' s  income because o f  t a x  w i thho ld ing  and dec la ra t i on  o f  e s t i -  
mated taxes. I n  f i s c a l  year  1980 t h e  repor ted  n e t  income tax  c o l l e c t i o n s  
were s i g n f i c a n t l y  l a r g e r  than l i a b i l i t i e s .  There a lso  was an excess cash 
f l o w  f rom the  severance tax.  Combined, these adjustments amounted t o  $82.3 
m i l l i o n  o r  f o u r  percent o f  the  repor ted  s t a t e  c o l l e c t i o n s .  
The est imates o f  non-resident taxes by major source were as 
fo l l ows :  
D o l l a r  Amounts i n  M i l l i o n s  
Non-Resident Taxes 1975 197 7  1980 
I n d i v i d u a l  income taxes $ 2.2 $ 2.1 $ 3.8 

R e t a i l  sa les taxes 16.5 19.9 26.9 

Motor f u e l  taxes 9.4 10.6 11.4 

C iga re t te  taxes 1.2 1.5 1.5 

A1 coho 1  ic beverage taxes 1.9 2.4 2.6 

To ta l  $31.2 $36.5 $46.2 
The non-resident i n d i v i d u a l  income tax  was der ived from the  C'TPS 
income tax  analys is .  The non-resident sa les tax  est imate was based on 
in fo rmat ion  provided by t h e  Travel  Market ing Sect ion o f  t h e  Colorado Q i v i -  
s i on  o f  Comnerce and Development and the  Colorado V i s i t o r s  Bureau. The 
r a t i o  o f  non-resident sa les tax  c o l l e c t i o n s  t o  t o t a l  sa les t a x  c o l l e c t i o n s  
d i r e c t l y  a l l oca ted  t o  households was used as the bas is  f o r  es t imat ing  non- 
res iden t  exc ise  taxes on motor f u e l ,  c i g a r e t t e s  and a l c o h o l i c  beverages. 
The f i n a l  adjustment f o r  purposes o f  res iden t  t a x  burden analy- 
s i s  was the  a d d i t i o n  o f  vendor d iscounts on sales, motor f u e l  and c i g a r e t t e  
taxes  r e t a i n e d  by merchants as compensation f o r  t h e i r  cos ts  o f  t a x  c o l l e c -  
t i o n .  Th is  component o f  t he  tax  burden i s  n o t  inc luded i n  e i t h e r  the  gross 
o r  net  taxes repor ted by the  Department o f  Revenue. Vendor discounts on 
s t a t e  tax  c o l l e c t i o n s  f o r  f i s c a l  1980 were as fo l l ows :  
Vendor Discounts D o l l a r  Amounts i n  M i l l i o n s  
on Res ident Taxpayers 1975 197 7 1980 
R e t a i l  sa les taxes $ 8.4 $10.4 $15.9 
Motor f u e l  taxes 2.2 2.4 2.7 
C iga re t te  taxes . 6  .7 .7 
To ta l  $11.2 $13.5 $19.3 
On the  bas is  o f  a l l  o f  t h e  above adjustments, t h e  est imated s t a t e  t o t a l  t a x  
l i a b i l i t y  averaged 93 percent o f  the repor ted  n e t  t a x  c o l l e c t i o n s .  
Table A-3 a lso  shows t h e  apportionment o f  t h e  adjusted s t a t e  
taxes between r e s i d e n t  households and business. For t he  purposes o f  t h i s  
study, t h e  i n d i v i d u a l  income t a x  and exc ises on c i g a r e t t e s  and a l c o h o l i c  
beverages were t rea ted  as d i r e c t  l e v i e s  on Colorado r e s i d e n t  households. 
The co rpo ra t i on  income tax, insurance, severance and a l l  o the r  f r anch i se  
and r e g u l a t o r y  business taxes were c l a s s i f i e d  as i n d i r e c t  o r  business 
taxes s ince  such taxes u l t i m a t e l y  a re  borne by i n d i v i d u a l s  i n  t h e  form o f  
increased market p r i c e s  o r  decreased d iv idends o r  u n d i s t r i b u t e d  corporate 
earnings. The remaining ~ n a j o r  s t a t e  taxes -- t h e  sales and use t a x  and t h e  
highway user taxes -- were apport ioned between these two broad t a x  cate-  
go r i es  on t h e  bas is  o f  i n fo rma t i on  prov ided by t h e  Research and S t a t i s t i c s  
Sect ion o f  the Colorado Department o f  Revenue. The apportionment o f  s t a t e  
sa les and highway user taxes between households and business f i r m s  f o r  
f i s c a l  year 1980 are shown i n  Table A-5. 
Adjustment and C l a s s i f i c a t i o n  o f  Local  Taxes 
Tax c o l l e c t i o n s  o f  l o c a l  governments were t r e a t e d  i n  a manner 
s im i  1 ar  t o  t h a t  descr ibed above f o r  a d j u s t i n g  and a1 l o c a t i n g  s t a t e  taxes. 
Colorado l o c a l  governments general l y  operate on a calendar year  bas is  and 
t h e  most recent  data a v a i l a b l e  on a un i fo rm statewide bas is  were f o r  
calendar year 1979 which over laps f i s c a l  year 1980 by s i x  months. A 
sumnary o f  t h e  adjustments made t o  these l e v i e s  and t h e i r  apportionment 
between households and business are  shown i n  Table A-4. 
The s p e c i f i c  adjustments made i n  l o c a l  taxes f o r  the CTPS study 
were as fo l l ows :  the  exc lus ion  o f  t he  employee share o f  t h e  Denver c i t y  
occupation t a x  s ince these l e v i e s  could no t  be a l l oca ted  by income classes; 
t he  exc lus ion  o f  est imated non-resident sales and c i g a r e t t e  taxes based on 
the  method used fo r  computing non-resident s t a t e  taxes; the  reduct ion  o f  
the r e s i d e n t i a l  p rope r t y  t a x  by the  o l d  age p rope r t y  t a x  c r e d i t s  f o r  t he  
year; and the add i t i on  o f  vendor discounts on l o c a l  sales and c i g a r e t t e  
taxes. 
The adjusted l o c a l  t ax  t o t a l s  a lso  were apport ioned between 
households and business f i rms.  C iga re t te  taxes were c l a s s i f i e d  as d i r e c t  
lev ies ;  a l l  u t i l i t y ,  f r anch ise  and r e g u l a t o r y  taxes as i n d i r e c t .  The 
s p e c i f i c  ownership t a x  was a l l o c t a t e d  on t h e  bas is  o f  motor veh i c le  
l icenses.  Also, the  two major sources o f  l o c a l  t a x  revenues -- p rope r t y  
and sales taxes -- were separa te ly  apport ioned between households and 
business. The l o c a l  sa les t a x  was apport ioned on the  basis  o f  the  r a t i o s  
described above f o r  a1 l o c a t i n g  the  s t a t e  sales and tax.  The a l l o c a t i o n  o f  
the  r e s i d e n t i a l  p o r t i o n  o f  the  proper ty  t ax  by income c lass  i s  shown i n  
Table A-6. The a l l o c a t i o n  assumed t h a t  p rope r t y  taxes on renter-occupied 
housing u n i t s  were s h i f t e d  forward and t h a t  such average taxes genera l l y  
were smal ler  than those on owner-occupied u n i t s  o f  f a m i l i e s  o f  comparable 
income and household size. The 1980 CTPS i n d i v i d u a l  income tax  an lays is  
provided average household r e a l  es ta te  tax  deductions on i temized r e t u r n s  
c l a s s i f i e d  by adjusted gross income. The r a t i o  o f  taxpayers r e p o r t i n g  such 
deductions t o  the  t o t a l  number o f  taxpayers i n  each income st ratum va r ied  
d i r e c t l y  and s i g n i f i c a n t l y  w i t h  the l e v e l  o f  income. 
The highway user t a x  category inc ludes s t a t e  motor f u e l  and ton- 
m i l e  taxes and motor veh i c le  and operators 1  icense fees as we1 1  as t h e  
l o c a l  government s p e c i f i c  ownership tax. These l e v i e s  amounted t o  $182.7 
m i l l i o n ,  o r  l ess  than seven percent o f  t h e  t o t a l  s t a t e - l o c a l  t a x  l i a b i l i t y .  
On the  s t a t e  l eve l ,  highway user taxes accounted f o r  o n l y  12 percent  i n  
1980 compared w i t h  15 and 21 percent  o f  t h e  s t a t e  t o t a l  t a x  l i a b i l i t y  i n  
1975 and 1972, respec t i ve l y .  The decrease i n  the  r e l a t i v e  importance o f  
these l e v i e s  i n  p a r t  r e f l e c t s  t h e  motor ing p u b l i c s '  response t o  s t e a d i l y  
r i s i n g  fue l  p r ices .  
Other business taxes represent  a l l  business taxes and fees, 
o ther  than the  corporate income t a x  and t h e  p o r t i o n  o f  t h e  sales, p rope r t y  
and highway user taxes pa id  by business f i rms.  It i n c l u d e s , o i l  and gas 
product ion  taxes, o ther  severance taxes, t he  employer's share o f  t h e  
Denver occupation tax, insurance, f ranch ise  and u t i l i t y  taxes and miscel -  
laneous r e g u l a t o r y  fees. I n  f i s c a l  1980 these taxes amounted t o  $128.6 
m i l l i o n ,  o r  f i v e  percent o f  the  t o t a l  t a x  b i l l ,  and have been s t e a d i l y  
inc reas ing  over t he  past  f i v e  years. 
C iga re t te  and a l c o h o l i c  beverage taxes cont inue t o  be quan t i t a -  
t i v e l y  t he  l e a s t  important  category i n  t h e  s t a t e - l o c a l  t a x  s t ruc tu re .  On a  
combined basis  they amounted t o  $54.2 m i 11 i o n  and as a  percentage share o f  
t he  t o t a l  these excises have s t e a d i l y  dec l ined s ince  1972. The c i g a r e t t e  
t a x  alone s l i g h t l y  exceeded one percent, and the  a lcohol  beverage t a x  l ess  
than one percent  o f  t h e  t o t a l  s t a t e - l o c a l  t ax  burden i n  f i s c a l  year  1980. 
TABLE A-1. SUMMARY OF STATE AND LOCAL TAXES AS REPORTED 

BY STATE AGENCIES,~ FISCAL YEARS 1975-1980 

F i s c a l  Years 

1975 1977 1978 1979 1980 

(Money amounts i n  m i l  1 ions  o f  do1 l a r s )  

S ta te  Taxes 
Income Taxes b 
Sales and Use Taxes 
Highway User Taxes 
Insurance Tax 
C iga re t te  Taxes 
Alcohol  Beverage Taxes 
Severance Taxes 
Other Business Taxes 
T o t a l  S ta te  Taxes 
Local Taxes 
Proper ty  Taxes 
Sales and Use Taxes 
C iga re t te  Taxes 
S p e c i f i c  Ownership Tax 
Denver Occupation Tax 































To ta l  Local  Taxes $ 816.3 $1,034.2 $1,137.3 $1,227.6 $1,367.7 
T o t a l  S ta te  and Local Taxes 
Proper ty  Taxes 
Sales and Usp Taxes 
Income Taxes 
Highway User ~ a x e s '  
Other Business Taxgs 































To ta l  S ta te  and Local Taxes $1,622.5 $2,043.4 $2,290.3 $2,585.1 $2,765.9 
a ~ srepor ted  by the  Colorado Department o f  Revenue, t h e  D i v i s i o n  o f  Accounts and 
Control ,  t h e  D i v i s i o n  o f  Proper ty  Taxat ion and t h e  Department o f  Local A f f a i r s .  
b ~ n c l u d e s  su r tax  and corpora te  income tax .  
'includes l o c a l  s p e c i f i c  ownership tax. 
d ~ n c l u d e s  insurance, severance, corpora te  f ranch ise ,  occupat ion, m i s c e l l  aneous regula-  
t o r y  business taxes. 
e ~ i g a r e t t e  and a l c o h o l i c  beverage taxes. 
TABLt A-2. SUMMAKY OF COLORADO STATE AND LOCAL TAXES 

AS ADJUSTED FOR COLOHAOO TAX PROFILE STLIDY, 

FISCAL YEARS 1975-1980 

F i s c a l  Years 
1975 1977 1978 1979 1980 
(Money amounts i n  mi 1 l i o n s  o f  do1 l a r s )  
S ta te  Taxes 
Incolr~e ~ a x e s ~  
Sales and Use Taxes 
Highway User Taxes 
Insurance Tax 
C i g a r e t t e  Taxes 
Alcohol  Beverage Taxes 
Severance Taxes 
Other Business Taxes 
T o t a l  S ta te  Taxes 
Local  Taxes 
P rope r t y  Taxes 
Sales and Use Taxes 
C i g a r e t t e  Taxes 
S p e c i f i c  Ownership Tax 
Denver Occupation Tax 
Other Business Taxes 
T o t a l  Loca l  Taxes 
To ta l  S ta te  and Local  Taxes 
P rope r t y  Taxes $ G07.6 $ 782.2 $ 808.1 $ 870.9 $ 961.7 
Sales and Usg Taxes 382.7 498.2 586.8 706.5 772.7 
Income Taxes bHighway User Taxes 
306.7 390.0 460.4 527.4 537.3 
135.9 153.5 159.6 176.5 182.7 
Other Business ~ a x & s '  69.9 78.4 93.4 114.7 128.6 
Other Exc ise Taxes 44.2 49.1 64.2 54.4 54.2 
T o t a l  S ta te  and Local  Taxes $1,547.0 $1,951.4 $2,172.5 $2,450.4 $2,637.2 
a ~ n c l u d e s  s u r t a x  and corpora te  income tax .  
b ~ n c l u d e s  l o c a l  s p e c i f i c  ownership tax .  
'1ncludes insurance, severance, co rpo ra te  f ranch ise ,  occupat ion, m i s c e l l  aneous r e g u l  a- 
t o r y  business taxes. 
d ~ i g a r e t t e  and a l c o h o l i c  beverage taxes. 
TABLE A-3. SUMMARY OF COLORADO STATE TAXES 

ALLOCATED BETWEEN HOUSEHOLDS AhD BUSIRESSES, 

FISCAL YEARS 1975-1980 

F i sca l  Years 
1975 1977 1978 1979 1980 
(Money amounts i n  m i l l i o n s  o f  d o l l a r s )  
Reported Net Tax Co l lec t ions  $806.2 $1,009.2 $1,153.0 $1,357.5 $1,398.2 
Adjustments 
Non-tax Revenues 
Excess o f  tax  c o l l e c t i o n s  over 
tax  l i a b i l i t i e s  
Non-resident tax  c o l l e c t i o n s  
Vendor's discounts on sales 
and excise taxes 
Tota l  Adjustments 
Tota l  State Taxes $748.8 S 938.6 $1,087.7 $1,253.3 $1,300.8 
Taxes on Resident Households 
Ind  i v i  dual lncornea 
Sales and usp 
Highway User 



























Tota l  Housettold Taxes $521.3 $ 664.1 $ 765.2 $ 859.9 $ 868.3 
Taxes on Business 
Corporate 1ncomeC 
Sales and Us! 
Hi  ghway User 
Insurance 
Severance 
Other Business ~ a x e s ~  
Tota l  Business Taxes 
a~nc ludes  surtax. 

b ~ n c l u d e s  a l located p o r t i o n  o f  f u e l  tdxcs, motor v e t ~ i r l c  l icenses and opera tor 's  fees, 

and sa fe ty  inspect ions and o t t ~ c r  ~ l lo tor  veh ic le  fees. 
' ~nc ludes f i d u c i d r i e s .  
d ~ nadd i t i on  t o  a l located po r t i o r l  o f  highway user taxes l i s t e d  above, includes specia l  
f u e l  and gross ton ~ n i  l e  taxes. 
e ~ n c l u d e s  severance, f ranch ise  and a1 1 o ther  regu la to ry  business taxes. 
- - - 
TABLE A-4. SUMMARY OF COLORADO LOCAL TAXES 

ALLOCATED BETWEEN HOUSEHOLDS AND BUSINESSES, 

FISCAL YEARS 1975-1980 

F i s c a l  Years 

1975 1977 1978 1979 1980 

(Money amounts i n  m i l l i o n s  o f  d o l l a r s )  

Reported Net Tax C o l l e c t i o n s  $816.3 $1,034.2 $1,137.3 $1,227.6 $1,367.7 
Adjustments 
Nonal l o c a b l e  taxesa 
Non-res ident  Taxes 
O ld  age p r o p e r t y  t a x  c r e d i t  
Vendor's d iscoun ts  on sa les  
and e x c i s e  taxes 
T o t a l  Adjustments 
T o t a l  Loca l  Taxes $798.2 $1,012.8 $1,084.8 $1,197.1 $1,336.4 
Taxes on k e s i d e n t  Households 
Res identia1 P r o p e r t y  $293.4 $ 382.0 $ 379.0 $ 425.1 $ 479.8 
Sales and Use 84.1 110.7 131.1 154.5 176.2 
C i g a r e t t e  14.8 14.8 15.3 15.6 16.1 
S p e c i f i c  Ownership Tax 10.O 11.3 12.4 16.4 17.2 
T o t a l  Huusehold Taxes $402.3 $ 518.9 $ 537.8 $ 611.6 $ 689.3 
Taxes on Business 
Non-Resident ia l  P rope r t y  $314.2 $ 400.2 $ 429.1 $ 445.8 $ 481.9 











T o t a l  Business Taxes $395.9 $ 493.9 $ 547.0 $ 585.5 $ 647.1 
a ~ e p r e s e n t s  employee I s  share o f  Denver Occupat ion Tax. 

b ~ n c l u d e s  bus iness shares o f  S p e c i f i c  Ownership Tax and Denver Occupat ion Tax. 

TABLE A-5. APPORTICINMENT OF COLORADO STATE SALES AND 

HIGHWAY USER TAXES BETWEEN HOUSEHOLDS AND BUSINESS, 

FISCAL YEAR 1980 

R a t i o  o f  
Households D o l l a r  Amounts ('Thousands) 
t o  Business To ta l  Households Business 
A. Sales and Use Taxes: 
Food and apparel 
Personal serv ices  and misce l  1 aneous 
100/0 
r e t a i l  t rade  
General mdse., f u r n i t u r e ,  appl icances, 
autos, auto p a r t s  and accessories, 
h o t e l s  and lodgings 
Eat ing  and d r i n k i n g  paces 
E l e c t r i c ,  gas, comnunications, t r ans -
po r ta t i on ,  u t i l i t i e s  
B l  dg. mater i  a1 s, hardware and farm 
equipment 
Agr., mining, cons t ruc t ion ,  manuf., 








Net Sales Tax 
Less: Food tax  c r e d i t  
Non-resi dent t ax  
Plus: Net use t a x  









To ta l  Resident Sales Tax 62/38 $482,752 $297,143 $185,609 
Adjusted f o r  Timelag 
Resident Sal es/Use Tax 
0. Highway Use Taxes 
Motor f u e l  taxes 75/25 $101,451 $ 76,088 $ 25,363 
Motor v e h i c l e  operators 
1 icenses and o ther  fees 70/30 30,599 21,419 9,180 
Specia l  f u e l  and ton-mi l e  taxes O/ 100 34,918 -- 34,918 
Reported Highway User Taxes 	 $166,968 $ 97,507 $ 69,461 
Less: 	 Non-resident motor f u e l  taxes 100/0 -11,413 -11,413 --
Plus: 	 Vendor d iscounts on motor 
f u e l  7 ~ / 2 8 ~  2,375 1,706 66 9 
Vendor d iscounts on spec. 
f u e l  O/ 100 309 - - 309 
To ta l  Resident Highway User Taxes 56/44 $158,239 $ 87,800 $ 70,439 
a ~ n c l u s i v e  o f  non-residents, t h e  r a t i o  was 75/25. 
TABLE A-6. DERIVATION OF COLOtiADO RESIDENTIAL PROPERTY TAXES, 

FISCAL YEAR 1980 

Adjusted Gross Income Classes 
Under $5,000 $15,000 $25,000 $50.000 
$5,000 t o  515,000 t o  $25,000 t o  $5b,000 and b v s r  T o t a l  
To ta l  number o f  r es i den t  households 342,783 410,121 251,610 195,069 29,695 1,229,278 
Percent o f  t o t a l  w i t h  r e a l  es ta te  
t a x  deduct ions on i temized  r e t u r n s  . 4.2% 20.4% 61.2% 86.5% 91.6% 36.4% 
Average p rope r t y  tax  on re tuhns w i t h  
r e a l  e s t a t e  t a x  deduct ions -- $ 526 $ 550 $ 727 $ 1,315 --
Average p r o p e r t y  tax imputed t o  a1 1  
other  households $ 214 $ 269 $ 333 $ 474 $ 979 - - 
Weighted average p rope r t y  t a x  f o r  
a l l  households $ 214 $ 321 $ 466 $ 693 6 1,284 5 403 
Tota l  Proper ty  Taxes ($000) : 
Households w i t h  r e a l  es ta te  t a x  
deduct ions $ -- $ 44,017 $ 84,627 $122,684 $35,825 S287,153 
A1 1  o ther  households 
To ta l  p rope r t y  tax 
Less: Ula age p rope r t y  tax  c r e d i t  -15,378 -346 -- -- -- -15,724 
Net p r o p e r t y  t a x  $57,851 $131,466 $117,189 $135,196 $38,123 $479,825 
a~llr e t u r n s  i n  the f i r s t  income s t ra tum were t r e a t e d  as non- i temized r e t u r n s  because o f  the  r e l a t i v e l y  sma l l  
number o f  i temized r e t u r n s  w i t h  p r o p e r t y  t ax  deduct ions. 
APPENDIX B 
DERI VATZON OF HOUSEHOLD INCOME AND ALLOCATION 

OF TAXES BY MAJOR INCOME CLASSES 

The ex ten t  t o  which a " tax  p r o f i l e "  corresponds t o  t h e  ac tua l  
burden o f  s t a t e  and l o c a l  taxes borne by the  poor, t h e  middle c lass  and t h e  
r i c h  depends not  o n l y  on how accura te ly  t h e  income and t a x  da ta  a re  
measured, b u t  on t h e  v a l i d i t y  o f  t he  income concept and t h e  reasonableness 
o f  t h e  tax  a l l o c a t o r s  developed f o r  t he  analys is .  This  appendix describes 
both the  income measure and tax  a l l o c a t i o n s  used f o r  t h i s  study. 
Income Measures f o r  Tax Burden Af ialysis 
I t  i s  genera l l y  recognized t h a t  t he  adjusted gross income r e -
por ted  on tax  r e t u r n s  i s  no t  an adequate measure o f  income f o r  t ax  burden 
ana lys is  because o f  d i f f e rences  between the econonlic and s t a t u t o r y  d e f i n i -  
t i o n s  o f  income. The l a t t e r  excludes var ious  forms o f  money income which 
are considered t o  be p r i m a r i l y  t r a n s f e r  payments, such as p u b l i c  and p r i -  
vate we l fa re  payments, soc i  a1 s e c u r i t y  payments, veterans benef t  i s ,  and 
unemployment compensation. I n  cont ras t ,  t he  economic concept o f  income 
(e.g,, t h e  personal incame measure i n  t he  na t i ona l  income accounts), i n  
a d d i t i o n  t o  t r a n s f e r  payments, inc ludes sundry forms o f  imputed income, 
such as imputed r e n t  on owner-occupied residences and i n t e r e s t  on i nsu r -
ance and savings. The magnitude o f  t he  d i f f e r e n c e  between these measures 
f o r  Colorado i s  i nd i ca ted  by t h e  f a c t  t h a t  f o r  f i s c a l  1980 t h e  t o t a l  
adjusted gross income repor ted  on s t a t e  income tax  r e t u r n s  represented 
o n l y  73 percent o f  t h e  t o t a l  personal income f o r  Colorado as est imated by  
the  U.S. Department o f  Comnerce. 1 
In termediate measures o f  money income a1 so have been based on 
sample surveys conducted by government agencies. Such money income 
measures are genera l l y  i n  accord w i t h  the  popular concept o f  income s ince 
they  exclude imputed income bu t  i nc lude  nontaxable money t r a n s f e r s  as w e l l  
as t a x  exerr~pt i n t e r e s t ,  d iv idends and c a p i t a l  gains. 
I n  order t o  o b t a i n  an a l t e r n a t i v e  measure which would more 
c l o s e l y  correspond t o  the  convent ional  concept of income and prov ide a 
broader base than t h e  adjusted gross income repor ted  on Colorado income t a x  
re turns ,  an adjusted broad income measure was developed. A recent  study by 
t h e  Bureau of t h e  Census prov ides a d e t a i l e d  ana lys is  o f  household money 
income f o r  a l l  f a m i l i e s  and unre la ted  i n d i v i d u a l s  i n  t he  Un i ted  States f o r  
1978.' I n  t h i s  r e p o r t  t h e  sources o f  income were c l a s s i f i e d  by  Census 
money income leve ls .  A f t e r  conver t ing  the  money income i n t o  corresponding 
adjusted gross income classes, t h e  Census a l l o c a t i o n  o f  t r a n s f e r  income 
was app l ied  t o  the t o t a l  money t r a n s f e r s  received by Colorado households i n  
1979, as est imated by t h e  U.S. Department o f  Comnerce. 3 
I n  add i t i on  t o  t h e  above money t r a n s f e r  income adjustment, t he  
CTPS adjusted broad income measure inc ludes an est imate o f  t h e  t a x  exempt 
c a p i t a l  gains, dividends, i n t e r e s t  and o ther  money income s t a t u t o r i l y  ex-
cluded f rom adjusted gross income. An est imate o f  such income f o r  Colorado 
was der ived from the  " t a x  expenditure" data presented i n  the  U.S. 
Treasury, Special  Budqet Analysis,  F i s c a l  Year 1979.~  Non-transfer money 
income excluded from adjusted gross income, i n  turn,  was a1 located among 
the  income s t r a t a  on the  bas is  o f  t h e  d i s t r i b u t i o n  o f  f a m i l y  p rope r t y  
income repor ted  by the  Bureau o f  the Census. 
A sumnary o f  t h e  f i n a l  adjustments made t o  t h e  CTPS 1980 adjusted 
gross income i n  order t o  de r i ve  the  corresponding adjusted broad income 
used as the  a l t e r n a t i v e  base i s  shown i n  the  f o l l o w i n g  tab le :  
TABLE 0-1. DERIVATION OF ADJUSTED BROAD INCOME FOR THE 











Gross Tax Exempt Transfer Factor Income 
Income C 1asses Income Income Income (l+B+C) (AxD) 
Under $5,000 8 2,057 .0292 1,2403 2.2695 $ 4,669 
$5,000 to $15,000 9,473 .034 1 .2532 1.2873 12,195 
$50,000 and over 85,330 .lo24 .0232 1.1256 

b
Totals $15,057 .0531 .I358 1.1889 

a~apital gains, dividends, interest and pension contributions. 

b~eighted totals and ratios based on total dollar amounts. 

The Consumer Expenditure Profile 

In order to a1 locate Colorado state and local expenditure taxes 

on retail sales, cigarettes, liquor and gasoline as well as business taxes 

shifted forward to consumers, it was necessary to develop an appropriate 

consumer expenditure profile of Colorado household expenditures, 

classified by household income level. The most comprehensive data on 

consumer spending by American households are provided by the U.S. Bureau of 

Labor Statistics' consumer expenditure surveys for 1972 and 1973. The' 

household expenditure and income data contained in these reports were used 

as the basis for allocating the sales, excise and indirect business taxes 

among households after the income measures were made comparable and the 

expenditure outlays were adjusted for price inflation. In accord with the 

definitions of taxable commodities and services under Colorado's present 

statutes, the estimated average household expenditures were classified 

into taxable and nontaxable categories. These average data were then used 

to derive the total expenditures for each major category of spending, 

classified by income level, in order to obtain the current patterns of 

consumption expenditures of Colorado households. 

The s p e c i f i c  1977 consumer expendi ture- i  ncome r a t i o s  developed 
f o r  the CTPS ana lys is  are summarized below: 
TABLE 8-2. RATIOS OF CONSUMER EXPENDITURES TO ADJUSTED GROSS 
AND BROAD INCOMES USED IN THE COLORADO TAX PROFILE STUDY, 
FISCAL YEAR 1980 
Co1orado Consun~er 
Expenditures as Rat ios of: 
Adjusted Adjusted 
Gross Income Broad Income 
Taxable Tot a1 Taxable To ta l  
Expendi- Expendi- Expendi- Expendi-
Income Classes tures tu res  tu res  tu res  
Under $5,000 1.841 3.102 .824 1.389 
$50,000 and over .317 .484 .274 -.419 
Tot a1 .623 .960. .515 ,793 
Tax A l l oca to rs  Used f o r  Burden Analys is  
The a l l o c a t i o n s  o f  i n d i v i d u a l  s t a t e  and l o c a l  taxes by income 
:lass were made on t h e  f o l l o w i n g  basis :  
I n d i v i d u a l  income t a x  -- a l l o c a t i o n  obtained d i r e c t l y  from the  CTPS 
independent ana lys is  o f  a s t r a t i f i e d ,  random sample o f  1979 Colorado 
i n d i v i d u a l  income t a x  r e t u r n s  f i l e d  i n  f i s c a l  year  1980 and prepared f o r  
t he  companion repor t ,  Analys is  o f  t h e  Colorado Income Tax, 1980. A 
d e s c r i p t i o n  o f  the  sample and i t s  s t a t i s t i c a l  r e l i a b i l i t y  i s  presented 
i n  Appendix B o f  t h a t  repo r t .  
0 Sales and use taxes -- the  d i r e c t  po r t i ons  o f  s t a t e  and l o c a l  sales taxes 
were a1located on t h e  bas is  o f  r a t i o s  o f  taxab le  consumer expenditures t o  
adjusted gross income developed from U.S. Bureau o f  Labor S t a t i s t i c s ,  
1973 Survey o f  Consumer Expenditures updated f o r  i n f l a t i o n .  The i nd -
i r e c t  po r t i ons  o f  these taxes were a l l oca ted  by t o t a l  consumer expendi-
t u r e  r a t i o s  s ince such taxes represent  business costs assumed t o  have 
been s h i f t e d  forward t o  consumers. 
0 	Excise taxes -- the cigarette, alcoholic beverage, specific ownership 
and the direct portions of highway user taxes also were allocated on the 
basis of updated Survey of Consumer Expenditure data. Ratios of consumer 
expenditures for these particular items to adjusted gross income were 
developed and applied to the CTPS tax data. The indirect portion of the 
highway user taxes was allocated on the basis of total consumer expendi- 
ture ratios. 
a 	Property taxes -- the allocations of residential property taxes by in- 
come classes were based on the CTPS individual income tax analysis which 
provided detailed data on the number and amount of real estate tax 
deductions reported on itemized returns. Non-residential property taxes 
were allocated on the same basis as other business taxes, i.e., the 
ratios of total consumer expenditures to adjusted gross income. 
e 	Corporation income tax -- one-half of this tax was assumed to be shifted 
forward to consumers and allocated on the same basis as the other in 
direct taxes described above. The remainder was assumed to be borne by 
equity stockholders and allocated on the basis of the distribution of 
corporate dividends by adjusted gross income classes as reported on 
state returns. 
e 	Other business taxes -- this category includes all taxes levied on busi- 
ness firms other than the corporate income tax. As in the case of all 
other business costs, these business taxes were assumed to be indirectly 
borne by households and accordingly were allocated on the basis of the 
ratios of total consumption expenditures to income. 
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